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smart designing plus... 


National Homes lead in eye appeal as well as durability. This explains their 
universal public acceptance, both for original purchase and for re-sale. Own- 
ers take pride in these smart. quality-built homes. You can depend upon any 
National Home financed today to be a sound income producer for many 
years to come, 





LATEST CATALOG FREE! See for yourself why HOMES 
Vational Homes are first in popularity. Send for our 


new catalog giving complete array of designs, floor 


plans, features. No obligation, Write today. MV Cale] PVG ie) Tide) Tiel P Gated” 


LAFAYETTE ee oe HORSEHWEA 


NATION'S LARGEST PRODUCERS OF 
QUALITY HOMES AT THRIFT PRICES 








PRESIDENT’S 


Column 


INETEEN FIFTY-TWO be- 

ing an election year, it has 
been evident that most legisla- 
tion enacted was carefully weighed 
as to its political significance. The 
same may be said concerning reg- 
ulations promulgated by various 
government agencies and bureaus. 
Our industry has been affected by 
many credit and materials con- 
trols, including Regulation X. In 
the mortgage lending field we 
have observed the reluctance to 
allow interest rates on FHA and 
GI loans to be raised to effective 
levels so the paper would sell at 
par in all parts of our country. 
With interest rates held at figures 
too low to attract private investors 
to buy VA and FHA mortgages, 
much activity has revolved around 
FNMA. Part of the time this gov- 
ernment agency had funds; often 
it did not, and the resulting con- 
fusion was considerable. 

At the recent political conventions 
the parts of the platforms dealing with 
housing and mortgages were about as 
anticipated. Of course, we can’t take 
platforms too seriously, as they are 
too often forgotten after clection. 
However, little guidance as to what 
may be anticipated in the period 
ahead is in evidence. 

What then may we in the mortgage 
business look forward to in the near 
future? Can we foresee a time ahead 
when we can plan a program for six 
months or a year and not be forced 
to change | it completely in a very 
short time? When will the period of 
confusion we have experienced for 
several years end? 

Naturaily no answer will be forth- 
coming until after the election and 
those chosen have taken office. Even 
then world conditions will be impor- 
tant factors and may prevent any 
large degree of stability. 

The writer hopes, when we have 
passed this period of political expe- 
diency, that we may see the elimina- 
tion of many federal controls, interest 
rates guided by supply and demand 
for money, definite policies as to de- 
fense and military housing, the with- 
drawal of FNMA as a predominant 
factor in housing and mortgage lend- 
ing, and last, but not least, we might 
explore the. possibilities and merits of 
a central mortgage bank. 


sane” diinnsnbbins 


President, Mortgage Bankers 
Association of America 
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VA 4% MONEY 


Still Hard to Get 


OUR per cent VA money is still 

tight, difficult to find or just not 
available at all, according to the re- 
sults of a which NAREB’s 
mortgage study committee has just 
Money for VA 4 per cent 
loans is still unavailable or tight in 
86.1 per cent of U. S. communities 
These included 81 
munities, of which 28 were critical 
defense areas in 23 states and 53 were 


survey 


made. 


surveyed. com- 


non-critical areas in 37 states. 

Specifically, funds for GI loans for 
single-family units are unavailable in 
50.7 per cent of the communities, and 
tight in For multi- 
family structures, they are not avail- 
able in 64.2 per cent of the areas and 
tight in 23.9 per cent. 


cent. 


35.4 per 


Similar difficulty, although not as 
acute, is being experienced in critical 
Title IX NAREB 


says. For single-family dwellings, they 


areas for loans, 
are unavailable in 13 per cent of the 
critical and tight in 39.2 per 
cent. For multi-family buildings, they 
are not available in 14.3 per cent of 
the areas and tight in 52.3 per cent. 


areas 


Title If Money Available 


ritle II loans are readily available 
in 36.7 per cent of the communities 
and moderately available in 41.8 per 
cent. For multi-unit structures, they 
are readily available in 20.9 per cent 
and moderately available in 34.3 per 
cent 

Conventional loans are freely ob- 
the showed. For 
single-family houses, they are readily 
available in 69.6 per cent of the com- 
munities and moderately available in 
20.3 per cent. For multi-family struc- 
the 41.8 and 
31.3, respectively. 


tainable, survey 


tures, percentages are 

One disclosure of the survey is the 
reappearance of second mortgages in 
connection with conventional loans in 
many Of the 81 
covered, 33 reported the use of second 
mortgages, 45 said they were not be- 


cities. communities 
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ing employed, and 3 did not reply on 
this question. 

Although 5 per cent was most fre- 
quently reported as the prevailing in- 
terest rate, it by no means dominated 
the market, Ward Smith, committee 
chairman, pointed out. In addition 
to the anticipated variation related to 
source of mortgage funds and to ratio 
of loan to sales price, considerable 
difference was reported from com- 
munity to community. Some reported 
either a dual rate or a range of rates. 


>>IN THE FARM FIELD: A num- 
ber of significant developments af- 
fecting farm mortgage financing have 
taken place during the past year. 
Briefly these are: An increasing pro- 
portion of buyers require credit to 
complete the transaction; a small but 
gradual uptrend in the interest rate 
on new farm mortgages is occurring; 
and lenders selective in 
making new loans. 


are more 

The tendency for most commercial 
lenders to require larger equities is 
another development tending to re- 
strict the effective demand of pros- 
pective buyers with small down 
payments. Despite these factors, how- 
ever, the supply and availability of 
farm mortgage credit in most areas 
still appears to be adequate to meet 
current needs, according to govern- 
ment sources. 

A comparison of the number of 
new farm mortgages recorded during 
the fourth quarter of 1951 with the 
same period a year earlier shows sev- 
eral significant shifts in the source of 
new mortgage credit. The total num- 
ber of new mortgages recorded was 
7 per cent below a year earlier, but 
the average size was 7 per cent larger. 
Total dollar amount was essentially 
unchanged. The proportion of the 
total amount loaned by the Federal 
Land Bank increased from 11.8 per 
cent to 14.2 per cent, the largest share 
accounted for by the land bank sys- 


tem since 1936. The proportion 
loaned by insurance companies de- 
clined from 20.3 per cent to 16.8 
per cent. Commercial banks also 
loaned slightly less than during the 
same period of 1950. 

The sharp decline in lending by 
insurance companies during the fourth 
quarter of 1951 was due largely to 
the reduction in the supply of loan- 
able funds that developed after March 
1951. With the interest rate on Fed- 
eral Land Bank loans remaining at 
4 per cent in all districts except Co- 
lumbia, Baltimore, and Springfield, 
this agency was in a more favorable 
competitive position. Even so, the 
bulk of the mortgage funds obtained 
from the Federal Land Bank are used 
for refinancing old mortgages, and 
for purposes other than the purchase 
of farm real estate. 


Farm Values Are Up 


Farm real estate values in the 
United States rose an average of 2 
per cent during the 4 months ending 
March 1, the same as during the 
July-November period of 1951, but 
only one-fourth as much as during 
the November-March period a year 
earlier. The United States index was 
211 (1912-14= 100), 9 per cent 
above March 1951 and 23 per cent 
above July 1950. 

Demand for farms is weaker than 
a year ago because of rising produc- 
tion costs and lower prices for many 
farm products, according to farm real 
estate reporters. Another factor tend- 
ing to weaken the demand is that the 
large amount of capital required to 
buy and equip a farm makes it diffi- 
cult for tenants and young men to 
start farming. 

The volume of voluntary sales for 
the year ending March 1, 1952, was 
5 per cent below the previous year 
and more than a third below the 
immediate postwar peak. Farm fore- 
closures continue at the extremely 
low rate of recent years, and sales 
resulting from tax delinquency are 
negligible. 

The total dollar value of farm land 
and buildings is estimated at $94.6 
billion as of March 1, 1952, or an 
average of $81.64 per acre. The 
“average farm” is now worth between 


$17,000 and $18,000. 


if you manage, finance, or are responsible for 
the maintenance of building properties, 


the information on this page is vitally important to you . . . 


Two years ago, The F. C. Russell Company produced 
a revolutionary new completely pre-assembled 
window unit containing double glass, screen, built-in 
weatherstripping and installation casing. This unit, 
known as the Rusco Prime Window, was designed 
as original equipment for new construction. It won 
immediate and widespread acceptance because of its 


many economies and superior features. 


The Rusco Window can now be applied to existing 
buildings at a small fraction of what it would cost 


to replace old windows in the conventional way. 


There is no disturbance to occupants—none of the 
usual clutter and messiness. The entire job can be 
done from the outside. You get new windows for 
old at a fraction of usual cost, and in a fraction 


of the time it would normally take. 


Here are some of the additional advantages this 


ingenious new window development offers you: 


© Improves appearance of property. 


e Increases property value. 





e Increases rental income possibilities. 


© Greatly increases comfort of building 
occupants, because of Rusco’s rainproof, 
draft-free, filtered-screen ventilation 
feature. 

e@ Cuts labor and maintenance costs in 
all! The Rusco Window completely 
eliminates seasonal changing, painting 
and storing of screens. Glass panels are 
removable from inside for quick, 
easy cleaning. 

@ Reduces upkeep. Rusco Windows are 
built for years of trouble-free service. 
Made of galvanized steel, bonderized 
and finished with baked-on outdoor 
enamel. No troublesome sash cords, 
weights or balances—mnoted for their 
smooth, easy operation. 


© Saves up to 3 in heating fuel costs. 


Get the full facts on what this important Rusco 
Window development can mean to you in property 
improvement and cost savings. Call your local Rusco 
distributor or write us and we will have a repre- 


sentative call at your convenience. 


World Leader in Window Conditioning 


REPRESENTATIVE IN ALL PRINCIPAL CITIES . CONSULT YOUR LOCAL TELEPHONE DIRECTORY OR WRITE 


The F. C. Russell Company - Dept. 6-MO82, Cleveland |, Ohio 
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IZE, strength and reputation make a great 
difference between this diaper kid 
and a real ring veteran. 

There are also great differences between 
insurance companies . . . Differences which 
make it always wise to look beyond an insurance 
policy to the strength, character and 
reputation of the company which issues it. 

Lawyers Title Insurance Corporation of 
Richmond, Virginia, is outstanding in 
amount and character of assets 
available for protection of policyholders. 

There is no other title insurance 
company with so much to offer in both financial 


strength and national reputation. 


(Upon request, condensed balance sheet 


will be gladly furnished ) 





Sg 
(Virginia ) 
lawyers Title [nsurance (Orporation 


Operating in New York Slate as (Virginia) Lauyers Tille Insurance Corporation 


Home Office ~ Richmond . Virginia 


TITLES INSURED THROUGHOUT 33 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND OF PUERTO RICO. BRANCH OFFICES AT AKRON, ATLANTA, 

AUGUSTA, BIRMINGHAM, CAMDEN, CINCINNATI, CLEVELAND, COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, NEW YORK, 

PITTSBURGH, RICHMOND, SPRINGFIELD, ILL., WASHINGTON, WILMINGTON, WINSTON-SALEM, WINTER HAVEN. REPRESENTED BY LOCAL TITLE COM- 
PANIES IN 140 OTHER CITIES. 
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A New Look at 


“Mortgage Banker 


Slum Clearance and 
Urban Redevelopment 





Slowly but surely cities are getting some action in these efforts. 
Today there are at least 165 cities at work on programs of this 
nature. This article, and the two that follow, review some of the signifi- 
cant developments in current urban redevelopment and slum clearance. 





RBAN redevelopment and clear- 

ing slums in our cities—about 
which almost nothing in the field of 
housing has been argued, debated, 
planned and replanned more hotly, 
except for public housing itself—is 
just now reaching a milestone in its 
progress. In a number of cities all 
over the country the fruits of planned 
redevelopment will shortly be visible 
for all to see. As late as a year and 
a half ago, as Nathaniel S. Keith, 
director of HHFA slum clearance and 
urban redevelopment, told the U. S. 
Chamber’s recent Businessmen’s Con- 
ference on Urban Problems in Port- 
land, Ore., the whole effort was still 
mostly in the blueprint stage. 

“Enactment by Congress of the 
legislation authorizing federal finan- 
cial assistance for urban redevelop- 
ment came after years of intensive 
study of blight and congestion in the 
core of American cities. The potential 
solution to this basic problem was of- 
fered by Title I of the Housing Act 
of 1949. 

“Nevertheless, a year and one-half 
ago, this potential solution was, as yet, 
untested by actual practice, and was 
hedged by many unanswered basic 
questions. 

“Could local redevelopment pro- 
grams be developed on a basis that 
would attract and make feasible the 
broad private enterprise participation 
that was essential to the success of 
the program? 


“Could the fiscal structure of Amer- 
ican cities, already strained by the 
impact of rising demands for munici- 
pal services upon a restricted revenue 
base, absorb the local share of the 
cost of redevelopment projects as re- 
quired by the federal law? 

“Could the families living in slums 
and blighted areas be relocated? 


“Would it be possible under a de- 
fense economy to carry forward proj- 
ects involving basic changes to the 
established pattern of central city 
areas? 

“These were some of the questions 
which confronted this new program. 

“Today the program is still new, 
but its experience has progressed to 
the point where realistic affirmative 
advanced to these 


answers can be 


questions. 

“Today, there are 165 communities 
at work in redevelopment programs 
including almost all of the principal 
metropolitan areas as well as many 
smaller localities. In 54 of these 
communities some 81 project areas 
have been selected which are at or 
are near the stage of execution. In 
the other 111 communities, projects 
areas are currently being selected. 

“In Chicago, three projects illus- 
trate the characteristic range of re- 
development opportunities under this 
program. In one South side slum area 
of 101 acres originally housing 3,600 
families, construction has started on 


a redevelopment program financed by 
private insurance capital which will 
ultimately produce 2,000 units of 
moderate rental housing with support- 
ing commercial and community facil- 
ities. In another 53-acre blighted resi- 
dential tract on the near West side, 
operations will soon begin on an 
industrial redevelopment program that 
will provide the basis for needed light 
industry expansion in a district excel- 
lently served by rail and highway 
transportation. Farther on the out- 
skirts, a pioneering effort is being 
made to tackle the problem of dead 
subdivisions, and to bring into pro- 
ductive residential use through private 
capital a tract now marked by ex- 
cessive tax delinquency, obsolete plat- 
ting of street patterns, and a virtually 
complete stagnation of new develop- 
ment.” (See page 8.) 

In New York, four heavily built-up 
blighted and slum areas are being 
acquired for resale to private re- 
developers who will construct 6,500 
new dwelling units and supporting 
commercial facilities. This will involve 
a capital investment of some $87,- 
000,000 utilizing FHA mortgage in- 
surance. (See page 10.) 

In Philadelphia, Norfolk, Detroit, 
Baltimore and Little Rock, similar 
programs are underway, resulting in 
the elimination of slums and blight, 
in the replanning of obsolete areas 
frequently in conjunction with major 
traffic improvements, and in opening 
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this one is in Chicago 


Slums like this 
but they're just about everywhere—are 
killing the older areas of cities 


the way for rebuilding of those areas, 
primarily by private capital. In other 
cities like St. Paul, Jersey City, Nash- 
ville, Worcester, Atlanta, Montgomery 
San 
programs are 


and Francisco, redevelopment 


close to the stage of 
execution. 

“It is significant that the question 
as to the ability and willingness of 
private enterprise to participate in 
redevelopment is being answered af- 
firmatively in an increasing number of 
communities throughout the country. 
For understandable reasons, the inter- 
est of private enterprise typically is in 
direct ratio to the progress made by 
the local communities in preparing 
firm redevelopment proposals based 
on a sensible plan that ties in with 
intelligent over-all city planning, and 
that offers reasonable assurance of a 
long-range productive new use for the 
land,” Keith said. 

“But, when these essential ingredi- 
ents of a successful redevelopment 
project are present, the evidence ac- 
cumulates that private enterprise will 
readily seize upon the opportunity 
offered by the the road 
block of high slum and 
blighted properties and the difficulties 
of private land assembly under these 


removal of 


costs for 


conditions. 

“The brief experience under the 
redevelopment program also demon- 
strates that it will pay off in dollars 
and cents from the standpoint of local 
municipal For example, 
the 130 acres in the first Detroit re- 
development project which previously 


treasuries. 


returned $107,000 a year in tax reve- 
nues, will yield an estimated $341,000 
in revenue upon completion of the 
new improvements. As another exam- 
ple, the first New York City 
redevelopment areas which have re- 
turned $930,600 a year in taxes to the 
City Treasury will yield an estimated 


four 
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$2,699,000 a year after redevelop- 
ment. These increases are over and 
above the anticipated savings in the 
cost of municipal services to the re- 
developed areas, as well as the less 
tangible but perhaps even more im- 
portant long-range benefits to a com- 
munity that result from supplanting 
decay with productive new facilities.” 

Experience has also shown, says 
Keith, that it is possible to handle 
the relocation of families from rede- 
veloped areas in accordance with the 
requirements of the federal statute, 
and with a decent regard to social 
values. This presupposes carefully 
developed and well-executed reloca- 
tion plans and effective utilization of 
local resources of both public and 
private housing. Likewise, events have 
demonstrated that it is possible to 
move forward with redevelopment in 
a defense economy, and thus strength- 
en the nation’s base for the long- 
range national security effort that lies 
ahead.” 

In many other cities, ambitious 
plans are well under way for various 
types of rehabilitation of sick areas. 


St. Paul, for instance, has one such 
plan under way. William B. Randall, 
chairman of the Housing and Rede- 
velopment Authority of St. Paul, told 
the Urban Problems Conference how 
far these plans had progressed. 

In 1945, he said, St. Paul and the 
state of Minnesota jointly embarked 
upon the Capitol Approach clearance 
plan. It involved the expenditure of 
$2,000,000 of city funds and $2,000,- 
000 of state funds to acquire 75 acres 
of property in front of the state Capi- 
tol, which is eight blocks from the 
center of the city. For the most part, 
the area was unsightly and being used 
house accommodations, 
scrap iron accumulation 


for rooming 
used car lots, 
points, and similar commercial uses. 
There is no thought of returning any 
of the property acquired to private 
use, but to make suitable street and 
parkway improvements and to erect 
a $2,000,000 state office building for 
veterans’ organizations. It eradicates 
some unsightly property and adds a 
beautiful landscape to the Capitol and 
other state buildings which are pres- 
ently there or are planned for this 
site. 

“Worthy as this enterprise is,” said 
Randall, “it must be recognized that 
the amount of money required to clear 


and rebuild all of the blighted area 
exceeds any conceivable public pro- 
gram by many, many times. If any 
substantial portion of our present 
slums is replaced with tax-free prop- 
erty, the taxes of privately operated 
real estate will be insupportable. Rec- 
ognizing the tremendous gain to the 
adjoining property from the Capitol 
approach, we are undertaking the 
redevelopment of the areas bordering 
upon it to the east and west, com- 
prising 125 acres of similar deteri- 
orated property, into high grade resi- 
dential and commercial properties. In 
this manner, we will not only reclaim 
that property directly, but will recap- 
ture in taxes the costs which have 
been expanded in the Capitol Ap- 
proach itself. Conservative estimates 
of the increased tax revenues which 
will result from the redevelopment of 
these areas indicate that the entire 
public cost of such a program will be 
repaid within ten years from increased 
real estate taxes alone. 


“The total cost of land acquisition 
and site improvement for the 125 
acres, including interest and contin- 
gencies, will be approximately $6,900,- 
000. The estimated actual new-use 
value will be approximately $2,350,- 
000, leaving a net public cost of 
$4,550,000. The local share of this 
cost will amount to approximately 
$1,520,000. The federal legislation 
covering redevelopment projects such 
as this provides, however, that any 
local funds spent on slum clearance 
and redevelopment work which con- 
tributes directly to the redevelopment 
project being financed may be in- 
cluded as a local non-cash grant-in- 
aid toward such financing. The local 
funds being spent on the present Capi- 
tol Approach project are substantially 
in excess of the local share in this 
redevelopment project, and the St. 
Paul Authority has received tentative 
approval by the Housing and Home 
Finance Agency of the allocation of 
Capitol Approach expenditures as 
non-cash grants-in-aid toward the fi- 
nancing of this redevelopment project 
in such amount that the actual local 
cash requirement will be only slightly 
in excess of $200,000. For the expend- 
iture of only $200,000 of locally raised 
funds, St. Paul will through the re- 
development project secure a $7,000,- 
000 public improvement. It was be- 
cause of this financial benefit that the 
slum areas adjoining the Capitol 




























Approach were chosen for St. Paul’s 
first redevelopment project.” 

The Minnesota State Legislature, in 
the legislation establishing the housing 
and redevelopment program, gave 
local authorities the power of taxation 
limited to ¥% mill in each year with 
the result that the entire cash share of 
the St. Paul redevelopment program 
is being raised through this special 
cash levy without straining an already 
overloaded general city budget. 

“The initial effort to obtain public 
acceptance was a thorough explana- 
tion of the plan to the heads of our 
downtown retail stores,” said Randall. 
“They then called together all of the 
retail merchants and that group for- 
mally adopted a resolution commend- 
ing our activity and urging that we 
take the necessary steps to obtain 
formal approval by the city and fed- 
eral authorities. So, as of now, we 
are not actually under contract, but 
we anticipate commencement of our 
program to revitalize St. Paul in a 
matter of days.” 

Probably the best known of all— 
at least to the mortgage industry—has 
been the success which Baltimore has 
had with cleaning up its slum areas. 

Alan E. Brockbank, president of the 
National Association of Home Build- 
ers, praised the effort in the same 
terms which MBA presidents and the 
Association generally have used in the 
past. 

“It is possible to have cities without 
slums,” Brockbank said. “The forma- 
tion of slums can be stopped, and 
blighted areas rehabilitated by the use 
of one weapon—enforcement of ex- 
isting laws regulating health, building 
standards, safety and sanitation. 

“Slums are a result of neglect. 
When a municipality stops neglecting 
its slums, then slum formation is 
stopped. A pattern of slum rehabili- 
tation, already perfected in Baltimore, 
could be followed in nearly every city 
throughout the nation. 

“This Baltimore Plan has cleaned 
up 16,000 Baltimore slum dwellings, 
and has beén adopted successfully by 
other cities such as Charlotte, North 
Carolina, and Pasadena, California. 

“It consists of setting up committees 
of local public health, fire and plan- 
ning officials and real estate men and 
builders, with the mission of enforcing 
minimum standard housing ordi- 
nances. 


“Baltimore is a city over 300 years 
old with more than a million popula- 
tion: 40 per cent of that population 
used to live in slums covering 2,100 
blocks. Since the Baltimore Plan has 
been in action, areas which had been 
rock-bottom slums have won garden 
prizes, and occupants are buying their 
own homes. 

“This success was achieved by strict 
adherence to local laws, and by court 
action in cases where owners would 
not act on the committee’s request. 
Total administrative cost of rehabili- 
tation was .004 cents per unit, per 
person in Baltimore.” 

In Charlotte, 7,986 dwellings have 
been rehabilitated since 1948, 817 of 
them being demolished as unfit for 
human habitation. Nearly 1,600 fam- 
ilies displaced by this demolition were 
satisfactorily housed by private enter- 
prise, which has supplied a large num- 
ber of low-rent units. 

The cost to each owner averaged 
$750 per unit, and was offset by 
slightly increased rents. Tenants wel- 
comed repairs and showed their ability 
and willingness to pay for improved 
living standards, and to do their part 
in maintaining them. 

Other cities over the country have 
taken their cue from Baltimore and 
are enforcing existing laws. NAREB 
reports that enforcement of local or- 
dinances to outlaw slum conditions 
is going ahead in 111 cities in 32 
states. In Los Angeles, a $75,000 
budget for the city building inspector 
made possible a law enforcement pro- 
gram aimed at bringing 60,000 dwell- 
ings up to modern standards over a 
six-year period. A similar move was 
successfully backed by the Kansas 
City (Mo.) Real Estate Board. 

In Pasadena, a similar ordinance, 
in the first six months of operation, 
produced 726 corrective jobs and 96 
demolitions. Summit, N. J., is launch- 
ing a rehabilitation program coordi- 
nated with private new construction 
of low rent houses. When a family 
moves from a sub-standard dwelling 
into one of the new units, the owner 
of the sub-standard property will be 
required to bring it up to standard 
before re-renting it. 

St. Petersburg, Fla., had a block- 
by-block survey which brought 477 
corrections of code violations, spotted 
83 units for demolition, and resulted 
in recommended minor repairs to 541 
properties. 





- 


Tl) 


It’s in slum areas like these where a 
good part of the crimes of American cities 
originate. 


Corpus Christi had a good ordi- 
nance but wasn’t getting enforcement. 
A drive was launched that used radio, 
press, speakers before civic groups, 
and caravan tours through neglected 
areas to press home the point. Re- 
sult was more than 1,200 law enforce- 
ment actions and more than 100 com- 
plete demolitions. 

“It is our job to clean up the slums 
of this country. You can not whip 
America from without, but you can 
whip her from within by growing a 
crop of Communists. Since Com- 
munists breed in areas of economic 
distress, our job is to build a new face 
for America. We must put on such 
a fight against blight that we get a 
new face for America, and thus a new 
spirit in our youth,” said Brockbank. 

“There are at least three essential 
ingredients which must be recognized 
if this process of urban redevelopment 
or renewal is to succeed,” said Max S. 
Wehrly, director of the Urban Land 
Institute. 

“The first is the recognition that the 
city as a public entity has a large stake 
in its own welfare. The second is 
that redevelopment must produce the 
best results for the city from the 
economic, as well as the physical and 
social points of view. The third is that 
the cost of acquiring and clearing 
slum areas will, in most cases, be 
greater than the new use value of the 
land to be redeveloped. 

“A fourth, and perhaps the most 
important ingredient is the necessity 
of removing the misconception that 
urban redevelopment is synonymous 
with slum clearance and rehousing. 
Urban redevelopment as a tool in 
adjusting our central city areas to the 
new boundaries of technical progress 
will reach its full usefulness only when 
it is clearly understood that housing 
is but one aspect of the problem. 


THE MORTGAGE BANKER + August 1952 7 








Big Project in Chicago 





In Chicago an urban redevelopment program of considerable size 


is underway 


financed by 


the 


New York Life Insurance Company 


under the interesting legislation which the state enacted to assist in 


reviving blighted areas. 
beginning but is now on its way. 


in the 


2,000 apartments and 


its cost is 


The project encountered plenty of delays 
It calls for an eventual 


estimated around $35,000,000. 





ATION-WIDE attention is fo- 
+ cused on a pioneering urban rede- 
velopment program in Chicago, partly 
because of the vast size of the project, 
partly because private enterprise is 
doing the job but also because it is 
under an unusual piece 


being done 


of legislation. The development is 
on Chicago’s near South Side and on 
a tract of 101 
cago Land Clearance Commission be- 
gan acquiring in 1948. It 
or has under option 90 per cent of the 
More 


the old buildings have been razed 


acres which The Chi- 


now owns 


parcels than 60 per cent of 
the 


time of the Columbian exposition of 


This area was developed at 


1893 and once was one of the bette: 


residential communities but went 
down rapidly in recent years. The 
original dwelling units housed 1,127 


families. An estimated 3,600 families 


these structures According 
1940 


the dwelling 


lived in 


to the census, 56 per cent ot 


units were unht for use 
repairs; 62 per 
bath, 
had bath 
And there had been little im- 
1940! 


or in need of major 


cent lacked a private and 20 


per cent neither a nor a 
toilet 
provement of course since 

New York Life Insurance Company 
will build, own and manage this new 


as Lake 


apartment community of two 23-story 


project known Meadows, an 


buildings, five 12-story buildings, 11 


two-story garden apartments and a 


shopping center on this site. A varage 


and off-street parking facilities will 
be provided. 

Each building will 119 
apartments, or a total of 238 apart- 
There will be a total of 882 


rather 


contain 


ments 


rental rooms. Rooms will be 


large by present-day standards, the 


average living room-dining room 
combination, 220 square feet and av- 


erage bedroom, 160 square feet. All 
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apartments will have foyers, and eight 
out of 10 will have off-foyer arrange- 
ment. All will have 
concealed radiation and no exposed 
risers. Many apartments will have 
room-width windows. 

The project’s over-all plan even- 
tually calls for 1,638 apartments of 
from two to six rooms, containing a 
6.822 
buildings with 
three more buildings. A 20-acre shop- 


master rooms 


total of rental rooms, in 15 


possible addition of 


ping center with parking for 1,000 
cars is planned. 

Construction is of reinforced 3,500- 
+,000 pound concrete. North and 
south walls will be 70 per cent glass 
set in “steel skin.” East and west 
walls will have light colored brick as 
facing. Approximately 54 per cent 


of exterior wall surfaces of both build- 
ings will be elass 
Lake fully 


oped, will have 32 families per acre 


Meadows, when devel- 


in the land designated as residential. 


On the basis of 3.6 persons per fam- 
ily there will be 119 persons per acre, 
or 7,200 persons for the entire area. 
The whole area, as projected for 
development, includes: housing area, 
65.8 acres; shopping center, 19.6 
acres; and park and school, 9.4 acres. 

First preference for occupancy will 
be given to families now residing or 
recently residing within the site of the 
project, subject of course to New 
York Life’s established standards of 
earning capacity, good character, and 
other qualifications commonly ap- 
plied by management in the selection 
of tenants. 

Only about nine per cent of land 
in residential areas will be covered 
by buildings. The other 91 per cent 
will be open for lawns, landscaping, 
playground and parking areas, drive- 
A shopping cen- 
including a 


ways, sidewalks, etc. 
ter will be constructed 
department store, supermarkets, va- 
riety store, drug store, specialty and 





Model of Lake Meadows, the projected 2,000-apartment community in Chicago. Two 
of these buildings will be 23 stories high, five 12 stories and 11 two-story garden-type 


structures. 
struction. 


The top two of the group of five 12-story buildirgs shown are under con- 
This is Chicago’s first redevelopment undertaking arranged by a municipal 


agency in partnership with private enterprise. 


service shops, filling station and pro- 


fessional offices. The area of the 
shopping center is about 20 acres. 
The Chicago Land Clearance 


Commission was created under the 
Blighted Areas Redevelopment Act of 
1947, and is authorized to acquire 
worn-out areas, remove existing struc- 
and sell the land at its “use 
value” to private enterprise for re- 
development. Recommendations of 
the Commission and redevelopment 
plans of private capital must be ap- 
proved by the City Council and the 
State Housing Board. The Commis- 
sion’s activities are financed by a city 
bond issue of $15,000,000, a state 
grant of $10,000,000, federal 
capital grants. 


tures, 


and 


New York Life has undertaken a 
number of other housing develop- 
ments. It owns and manages Stan- 


worth in Princeton, N. J., a suburban 
152 families on 18 


Island, 


development for 
acres; Fresh Meadows, 
N. Y., a completely integrated com- 
for 3,000 families built on a 
golf course; and Manhattan 
New York, 20-story apart- 
ment building occupying an entire 
block on the East Side. 


Long 


munity 
former 
House, 


Chicago has two other redevelop- 
ment projects in the planning stage. 


The second is farther south and con- 
templates the redevelopment of a tax 
delinquent “dead” subdivision with 
single family houses for sale. This 


‘LAND TITLE’ 


SERVICE 
COVERS 





“hs 


" 


‘ 


EEEES 


Sketch of the two 12-story buildings, each containing 119 apartments, some of them 


with balconies, now under construction. 
tract was subdivided in the building 
boom of a quarter of a century ago 
and forgotten during the depression. 
The area has sidewalks but no streets, 
water lines. 
$125,000, 


received 


but no 
Unpaid taxes total 
almost twice the tax revenue 
from this tract since 1927. This area 
redeveloped could yield an estimated 
$32,000 a year in real estate taxes. 
A private redeveloper has plans to 
erect 160 houses on this site. 
The third project is on the 
West Side and contemplates the re- 
development of a blighted area for 
light industrial or 
The tract is 52 acres, of which almost 
One-fourth of 
due 


sewer facilities 


about 


near 


commercial use. 
one-half is vacant. 


levied taxes is unpaid. Taxes are 





on over 40 per cent of the parcels and 
on 60 per cent of the vacant lots. 
This area is assessed for $75,000 a 
year in taxes. Improved with modern 
industrial buildings, it could produce 
more than $500,000 in taxes. Two 
adjacent blocks, improved with new 
industrial buildings, although one- 
tenth as large as the proposed area, 


yielded $18,000 more in taxes than 
the site. 
The 386 lots are owned by 295 


making acquisition difficult 
for any private developer without 
public help. 

About 2,000,000 square feet of in- 
dustrial space could be made avail- 
able with jobs for 21,000 workers and 
$85,000,000. 


persons, 


a payroll 


LAND TITLE 
| \CUARANTEE 
TRUSTCO 


yw 
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First Title | in New York City 





In New York City, where more big housing projects have been erected 
than anywhere else, is going to have something new—the first develop- 
ment in the country under Title I of the National Housing Act of 1949. 
It will be quite an undertaking with an estimated cost of $85,000,000. 
But most significant is the fact that a vast project of this sort will all be 
privately owned, privately built and privately financed. Mr. Epter says 
that what is being done here is a challenge to private industry—and a 
challenge to the mortgage industry too. This is the type of slum clear- 
ance that makes more sense to the private lender. Mr. Epter is president 
of Lawrence A. Epter & Associates, Inc., of New York and was the founder 
and first president of the New York MBA of which he is now a director. 





CHALLENGE to private indus- 
try, in the form of four separate 
contracts for the redevelopment of 
four slum areas in New York City, 
is the action taken 
by the City for the 
slum clearance by 
builder-investors 
in projects esti- 
mated to cost 
$85,000,000, 
der Title I of the 


un- 





National Housing 
Act of 1949, first 
for the country. 


Lawrence A. Epter 


Institutional in- 
not public or governmental 
are to finance the projects, 
and the builder-investors will furnish 
the capital and erect the buildings. 
to be privately 


vestors 


agencies 


rhe properties are 
owned, operated and managed, and 
real estate taxes and other municipal 
charges are to be borne by the owners. 


Briefly, under the terms of the 1949 
Act, sites approved for redevelopment 
by both the municipality and HHFA, 
are the municipality 
through direct purchase, or by con- 


acquired by 


demnation, and are resold to private 


builder-investors at the fair value 
price of the land, without the im- 
provements. Any loss sustained be- 


tween the original cost of acquisition 
and the price paid by the investor is 
the Federal Government 
and the municipality on a two thirds- 
one third basis respectively. 


shared by 
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By LAWRENCE A. EPTER 


The actual cost to the builder is the 
fair value, but the cost of relocating 
the tenants and the demolition of the 
structures, having previously been de- 
the price, is 


ducted in arriving at 


borne by the investor. 
In 1948, prior to the 
the Federal Law, studies were 
begun by the City, acting in co-opera- 
tion with HHFA, Board of Estimate, 
Committee on Slum Clearance Plans, 
and real 
recognized 


passage of 
new 


architectural, engineering, 
estate consultants. The 
area of New York’s slums, by official 
count, covers 9,000 acres, and possibly 
more. 

It was acknowledged that the re- 
development of so vast an area would 
call the use of such enormous 
funds that neither Federal nor mu- 
nicipal funds would be available for 
more than just a limited “pilot” group 
of redevelopment areas. 

The Committee on Slum Clearance 
that this program is 
untried, and experimental” 
and, because of its newness, is neces- 
sarily cumbersome and slow. Its pres- 
ent program, even if successful, will 
only be 15 per cent completed by 
1955. In this same report signed by 
Robert Moses, as chairman, one very 
heartening sentence in favor of—and 
as a prayer for — private industry 
stands out. It reads: “Obviously, pri- 
vate capital under a new Federal Law 
must be brought in the picture on a 
large scale if we hope to escape a 


for 


acknowledges 
“new, 


tremendously enlarged public housing 
program — with all the implications 
which go with it.” 

The four projects to be financed 
under various sections of Title IT, in- 
cluding Section 213, are: 

CORLEARS HOOK, 1,600 co-op- 
erative apartments to rent at about 
$17 per room after a small down pay- 
ment by the purchaser. 

NORTH HARLEM, 1,300 co-op- 
erative apartments to rent at about 
$20 per room after down payment. 

HARLEM, 1,100 apartments for 
rental only, at an average of $29.50 
per room. 

WEST PARK, 2,560 apartments 
divided into co-operative venture, at 
an average of $21 per room, after 
down payment, and the balance of 
the project on straight rental at an 
average of about $30 per room. 

Each of the projects will be erected 
on plots of 11 to 28 acres, but no 
more than 20 to 25 per cent of the 
land will be used for the new struc- 
tures which will all be twenty stories 
high. 

Most of the buildings to be de- 
molished were built around 1900 and 
before and have small rear courts, 
and side “ventilation shafts” which 
provide very little light or air to the 
apartments. 

Many interesting sidelights have 
developed since these projects were 
announced. One in particular which 
should prove to be of more than 











casual interest to the mortgage banker 
is the development at Corlears Hook. 

Financing totaling $18,000,000 
representing both equity and mort- 
gage financing will be supplied by 
the International Ladies Garment 
Workers Union A.F.L. This powerful 
and financially strong group will, for 
the first time in its history, hold a 
first mortgage on real estate, which, 
we understand will be FHA insured. 
Since the project is to be entirely 
co-operative, the financing will be 
under Title II Section 213. Funds 
will come from the union’s treasury. 

Interest has already been expressed 
by the same group to sponsor and 
finance another such redevelopment 
project; and, it is believed that an- 
other such project in the same gen- 
eral vicinity as the Corlears Hook unit 
is presently being considered. 

If private capital of this sort and 
from pension exclusive of 
funds from normal mortgage lending 
channels, which will also undoubtedly 
be used, were made available for this 


trusts, 


purpose, the spear-head of public 
housing would be blunted. After all, 
umons and supervisors of pension 





trusts have a very definite interest in 
the lower and middle income groups. 
What can public housers be shown 
with more effect than that the Ameri- 
can public, by and large, could and 
would create necessary housing, wipe 
out slums, and pay its own way 
(through payment of real estate taxes 
and other municipal charges) without 
being completely subsidized. 

Since the proposed over-all pro- 
gram for New York City contem- 
plates an expenditure of $200,000,- 
000 by 1955, which even then will 
only cover 15 per cent of what is con- 
sidered to be the full program, a new 
proposal has been made for the crea- 
tion of limited dividend corporations, 
to provide equity capital. 

Equity returns are expected to be 
7.03 per cent on an all cash basis, but 
where financing is provided through 
lending channels, the actual return 
will be considerably higher. 


In order to avoid the confusion 
which the dislocation and removal of 
several thousand tenants in each proj- 
ect would create, arrangements are 
being made to remove only those 














Type of housing that will be coming 
down to make way for the West Park 
development, one of the four projects 
planned for New York. 


buildings which are in the way for 
the start of each project. Relocation 
bureaus operated by private real 
estate firms, working in co-operation 
with all other real estate brokers, will 
arrange to find quarters for each of 
the tenants not able to locate his own 
apartment. It is of further interest 
to note that in seven public housing 
projects, 100 per cent of the tenants 
in the then existing structures were 
accommodated in this fashion, 
through the privately operated re-lo- 
cation bureaus. 


(Continued next page) 








American Title and Insurance Com- 
pany currently has assets in excess of 
three million dollars. Approximately 
50% of these assets are represented by 
cash and U. S. Government and Terri- 
torial Bonds immediately available for 
any responsibility to policyholders. 


Qualified to Write Title Insurance in: 


Our ASSETS have “character references” .. . 





ice 


ARKANSAS MONTANA 
COLORADO NORTH CAROLINA 
DISTRICT OF OKLAHOMA 

COLUMBIA PUERTO RICO 
FLORIDA SOUTH CAROLINA Ae 
GEORGIA TENNESSEE irk 
LOUISIANA TEXAS rhb 
MINNESOTA WYOMING HH , 
MISSISSIPPI 





An inquiry from you will give us the 
opportunity to reveal to you American 
Title’s additional assets of experience 
and personalized title insurance serv- 
with special application for mort- 
gage bankers, life insurance companies, 
builders, and lawyers. 
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Those within the projected rede- 
velopment site, who are able and who 
may desire to return to the new struc- 
tures, will be given first preference. 
Those whose personal income is at 
the level to be eligible to reside in 
public housing units will be given 
preference elsewhere. (Sixty-one per 
cent of the present tenants are ex- 


pected to be re-housed in the new 
structures. 
In discussing this over-all new 


finance program with an officer of a 
large bank, ex- 
planations were given as to why this 


commercial several 
type of program had not been insti- 
much earlier date. One 
prime reason given was that the origi- 
nal agreement with the City first pro- 
posed that the entire individual proj- 
ect either be completed at a fixed 
date, or title to all buildings, both 
new and old, would have reverted to 
the City. Obviously, no mortgage loan 
could have been obtained under these 


tuted at a 


circumstances, and no builder would 
have risked his capital with that con- 
dition of forfeiture. No such provi- 
sion exists today 

Since the amount of capital re- 
quired, exclusive of financing through 
mortgages, is still fairly large, and the 
grants from the Federal and munici- 
pal governments, while approved, have 
not as yet been received, inquiries 
have been made to commercial banks 
for loans on a temporary basis pend- 
ing the receipt of the grants, in order 
to start the actual work of relocating 
tenants, and demolishing the first of 
the old buildings in each project. 
Since new practices and procedures 
are involved, this is necessarily slower 
than it would be once precedence is 
established. 

Evidence of the interest of this re- 
development program in general in 
New York City is shown through a 
further statement of the Chairman of 
the Slum Clearance Committee that 
four additional programs covering 
other sections of the City have almost 
reached the stage where contracts will 
soon be signed for these projects. (In- 
cidentally, each builder-investor, at 


the time of execution of the agree- 
ment with the City of New York is 
required, as did the others, to put 
up $100,000 as a good faith binder.) 

To the mortgage banker in any 
large metropolitan area, this program 
offers a real opportunity to be of 
community service; and since the 
profit system is still a part of the 
American way of life, he can also help 
himself. Many of those in our field 
maintain full operating real estate 
departments, and are certain to com- 
mand enough respect in his city to 
propose this type of program. All 
kinds of assistance can undoubtedly 
be obtained from architectural, en- 
gineering and other real estate firms 
to “sell” this idea, if it isn’t already 
apparent, to eliminate the burden on 
already harassed and financially em- 
barrassed communities of borrowing 
funds to build and subsidize housing 
in slum areas. 

Secondly, he can be of material as- 
to his investor, or investors, 
new mortgages in fairly 
large sums. Most of these loans will 
be FHA insured. 

Third, while the City of New York 
is advancing $10,000,000 for these 
four projects, $1,500,000 of new real 


sistance 
to obtain 


estate taxes over and above those al- 
ready being collected on the four sites 
will be collected annually, and other 
communities will do equally as well 
since there is no tax-exemption in- 
volved in these redevelopment proj- 
ects. 

Fourth, without any flag waving, 
each project can proudly point to its 
being “privately owned, built and 
financed.” 

Fifth, as has always been the case 
where any new, large project is built, 
eventually other old buildings make 
way for additional projects in the im- 
mediate vicinity, with the same bene- 
fits again accruing to those involved. 

To those communities whose citi- 
zens have caused public housing en- 
abling legislation to be repealed, this 
form of financing and redevelopment 
offers the chance to accomplish slum 
clearance without cost to itself. (Each 


of the redeveloped areas will actually 
have less people residing in the new 
structures, and hence most of the 
community facilities presently avail- 
able may be used without further ex- 
penditures by the community. ) 

Under a soundly financed project, 
a co-operative venture will bring new 
housing to people of even lower in- 
comes, by making units available at 
a lower room carrying charge after 
small down payments. 

Title I of the National Housing 
Act of 1949 offers a challenge to pri- 
vate industry and private lenders. It 
is both a request and a demand that 
we must assist in slum clearance. 
Need we say what will happen if we 
fail? 


>> Tomorrow's Markets: Metropolitan 
Life Insurance Company's new study on 
population trends indicates that at the 
rate the American people are increasing 
(Sec. Sawyer estimated the other day that 
we'll eventually have a larger population 
than India!) the market for homes will 
be a large one for years to come. The 
Metropolitan says: }} The nation’s popu- 
lation increased 19,000,000, or 14.5 per 
cent, in the decade ending with 1950. 
> The number of families increased 
about 25 per cent to 40,000,000 in the 
same period. }} The nation’s 1951 baby 
crop of 3,833,000 set a new record. >> In- 
creases since the last census-taking have 
lifted the population total to 156,500,000. 





PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 








MORTGAGE MAN WANTED 


Life insurance company interested in 
securing services of man qualified by train- 
ing and experience to supervise production 
activities of a geographical area. Must be 
particularly qualified in conventional loan 
underwriting and property § appraisals. 
Working knowledge of FHA and VA pro- 
cedure necessary. Interested applicant 
should submit picture with detailed resumé 
of experience and salary range desired. 
Prefer man in late thirties. Write Box 252. 


Mortgage loan officer and real estate 
appraiser, formerly employed by large in- 
surance company. Experienced as manager 
of mortgage banking firm — appraisals, 
origination, processing, closing and servic- 
ing FHA, VA and conventional loans; 
supervising and training of employees. 
Prefer Texas. Write Box 253. 
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LOUIS R. ARDOUIN 


(REALTY LOAN COMPANY) 
Since 1926 serving Mortgage Lenders in Southern California without loss to any investor 
MAY WE SO SERVE YOU? 
3750 WEST 54th STREET, LOS ANGELES 43, CALIFORNIA 





Industry Is Paying More 
for the Money It Borrows 





And the more it pays serves to emphasize how out 
of line are the frozen FHA and VA interest rates 


in today’s market. 


The private placements are a 


case in point and show why investors have turned 
to other media than mortgage loans. 





HAT’S the mortgage business 

like as we round the corner in 
the first half of 1952? This summary 
appears to be fairly representative: 
>> The VA market hasn’t improved 
much, if any—it may even be worse 
than it was right after the effects 
of the March 1951 affair were fully 
felt. Discounts on VAs are general 
among life companies and other sec- 
ondary lenders, except in those in- 
stances where they’re packaged with 
conventional loans. Applications for 
VA guarantees on new construction 
loans are holding up better than 
might be expected; in fact, are down 
only about 15 per cent for the year. 
>> That the FHA market is only fair, 
seems to be a general opinion. Appli- 
cations for one to four family mort- 
gages were higher every month until 
April and May. May’s figure was 15,- 
700 as against 19,700 in May, 1951. 
But applications are still above last 
year for the first five months or 87,- 
600 as against 84,800. 
>> Conventional loans are in heavy 
demand and the savings and loan as- 
sociations are making a substantial 
volume of them. These institutions 
have shown an increase this year of 15 
per cent on new construction loans 
and 20 per cent on home purchase 
loans. 
2» The life companies, however, have 
shown substantial decreases in their 
mortgage commitments. For the first 
four months their VA purchases were 
off by two-thirds, or from around 
$548,000,000. to about $205,000,000. 
In the same period, FHA purchases 
were off about one-third. 
>> Housing starts are off about 5 
per cent, but mortgage recordings 


through April were up about 4 per 
cent. The need for an equitable in- 
terest rate for FHAs and VAs is being 
emphasized more and more with each 
passing month. 


One of the clearest impressions one 
can get of the entire investment mar- 
ket at the present time is to look at 
the private placement field and see 
what is occurring. There, private cor- 
porations are borrowing at rates 
which emphasize in a dramatic way 
how out of line are the frozen VA 
and FHA interest rates. Last year in 
this field—and it has become a big 
one now—interest rates stiffened ma- 
terially, with only 2 per cent of the 
total number of loans and 3 per cent 
of dollar volume showing rates less 
than 3 per cent. Eighty-one per cent 
of total dollar volume was placed at 
rates of 3 to 4 per cent. The largest 
portion of the loans had terms of 10 
to 14 years—276 loans or 37 per cent 
of the total. In dollar volume, how- 
ever, loans with terms of 20 years and 
over accounted for 59 per cent of the 
total. 

Total private placement financing 
in 1951 amounted to $5,085,238,000, 
an all-time record year by more than 
$1 billion, says the annual compila- 
tion just published by E. V. Hale & 
Co., Chicago. A total of 1,256 place- 
ments and 2,070 individual transac- 
tions are covered by the Hale Year- 
book. Of this volume, $5,014,425,000 
was in the form of debt financing— 
bonds, debentures, notes, etc., while 
$70,813,000, or about 3 per cent of 
the total, was in preferred stocks. A 
number of common stocks were placed 
privately but accurate figures are not 
available. 


Industrial companies held a domi- 
nant position among borrowers, ac- 
counting for $3,564,300,00C, or 70 per 
cent of total private placement financ- 
ing. Public utilities accounted for 
$833,110,000, or 16 per cent, install- 
ment sales finance and personal loan 
companies, $442,488,000, or 9 per 
cent; railroads, $177,164,000, and all 
others, $68,174,000. 


Private placements have amounted 
to more than $8 billion after the out- 
break of hostilities in Korea. 

Negotiated offerings in May, for 
instance, amounted to 50 per cent of 
the month’s total corporate under- 
writings of nearly $776 million. Just 
to get an idea of what borrowers are 
paying in these privately arranged 
deals (no SEC registration expense, 
etc.), THE Morrcace BANKER went 
to the usual public sources and, with- 
out attempting to find every deal that 
was made, did note these in about a 
two week period: 

$3,000,000—3'% per cent first mortgage 
sinking fund bonds, Kansas-Nebraska Nat- 
ural Gas Company, Inc. (Central Repub- 
lic Company) 

$2,000,000—4 per cent notes, due seri- 
ally to 1964, Apex Smelting Co. (F. S. 
Moseley & Co.) 

$700,000—3% per cent first mortgage 
bonds, Lakewood Water & Power Com- 
pany, California (New York Life) 

$4,750,000—3%4 per cent first mortgage 
bonds, The Kansas Power and Light Com- 
pany (The First Boston Corporation) 

$20,000,000—3% per cent promissory 
notes, Hooker Electrochemical Company 
(New York Life, John Hancock, New Eng- 
land Mutual, Provident Mutual and 
others ) 

$4,500,000—3% per cent first mortgage 
bonds, Minneapolis Gas Company (Kal- 
man & Company, Inc.) 

$975,000—4% per cent first mortgage 
bonds, Southern Utah Power Company 
(New York Life, Berkshire Life, Colonial 
Life, Bankers National Life) 

$3,000,000 — 3% per cent promissory 
note, Pacific Gamble Robinson Co. (Blyth 
& Co., Inc.) 

$2,000,000—3% per cent first mortgage 
bonds, West Coast Telephone Company 
(New York Life, Mutual Life of New 
York and Massachusetts Mutual) 

$2,000,000—3'% per cent serial notes, 
The Finance Company of America (Kid- 
der, Peabody & Co. and others) 

$760,000—4™% per cent ten-year first 
mortgage bonds, American Seal-Kap Cor- 
poration (American Securities Corpora- 
tion) 

$1,000,000—4%4 per cent notes, Thorp 
Finance Corporation (Brew Emch Jen- 
kins Company) 

$7,500,000—4% per cent 15-year re- 
funding debentures, Brown & Bigelow. 

(Continued page 31) 
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The Industry Needs a 
Central Mortgage Bank 





Should the mortgage industry have a central mortgage bank? A grow- 
ing number of people within the industry seem to think the time has 
come for just such a development. In any event, interest in such a project 
is growing. In the June issue we published an article by Benton B. Wolfe 
of Detroit, the theme of which was that FNMA ought to be turned into 
a central mortgage banking system. He detailed his reasons why and de- 


scribed how he would do it. 


We asked for comments and here is one. 


It is by J. J. Braceland, assistant vice president of The Philadelphia Saving 
Fund Society. In Philadelphia, the Corporate Real Estate Association, a 
local banking organization, has been exploring the possibility of creating 


a mortgage rediscount bank with Federal Reserve Bank assistance. 


Mr. 


Braceland has taken part in these discussions. He agrees with many of 
the objectives which Mr. Benton set forth but on others—such as how 
such an institution would be financed—he has other ideas. 





BELIEVE it to be entirely possible 

to build a central mortgage bank 
around FNMA but there are a num- 
ber of obstacles to overcome. Mr. 
Wolfe’s primary objective seems to be 
the supplying of funds to assure the 
financing of new 
construction. Since 
we are engaged in 


long-term plann- 
ing and since we 
can assume that 


the volume of new 
construction will 
fall off before not 
too long, I believe 
it is equally im- 
portant to provide 
a rediscount bank for existing mort- 
gages. 





J. J. Braceland 


Mr. Wolfe pointed out that public 
utilities, operating at a defense hous- 
ing site, had no trouble in disposing 
of their debentures bearing a 3 per 
cent interest rate, while mortgages 
arising out of the same operation 
carrying a government guarantee and 
a higher coupon were exceedingly 
difficult to sell. The utility bonds 
had, of course, the great advantage of 
a continuous market. It is the crea- 
tion of just such a continuous market 
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By J. J. BRACELAND 


for mortgages that we seek in a central 
mortgage bank. The existence of such 
a bank that stands ready to purchase, 
or to rediscount, FHA and VA mort- 
gages will be even more vital to mort- 
gage bankers than it will to institu- 
tional lenders. How many houses 
were caught with an inventory of VA 
mortgages on their shelves that were, 
for all practical purposes, unmarket- 
able? How many mortgage brokers 
found their working capital which is, 
in the last analysis, their very life 
blood, tied up in such non-liquid 
assets? 

This has happened more than once 
in recent years when FNMA ran out 
of funds and there is no assurance 
that it won’t happen again. 

Admittedly, then, a central mort- 
gage bank is a long-felt want and I 
feel that it might be possible to create 
it around FNMA. It is proposed that 
FNMA obtain its funds through the 
sale of debentures and it is felt that 
it will be desirable to gauge the ma- 
turity of these debentures so that they 
will coincide with the length of the 
mortgage obligations which FNMA 
will be called upon to purchase. This 
could mean forty-year debentures be- 
cause presumably this central bank 


will be called upon to purchase FHA 
608, 908, 207 and other long term 
mortgage obligations. Let us, how- 
ever, ignore this very definite possi- 
bility and set our debenture maturity 
date at 25 years, reasoning that the 
great bulk of our purchases and the 
collateral on which we will lend will 
be VA 501 loans. The question then 
arises as to the rate of interest we 
must pay in order to market these 
debentures. We cannot assume, as Mr. 
Wolfe evidently does, that these de- 
bentures will have the status of a 
governmental obligation because the 
assets of the issuing corporation are 
insured or partially guaranteed by the 
United States Government. 

Let me carry this point a bit further. 
Assume that we have an investment 
trust whose entire portfolio consists of 
government bonds. I think that one 
will admit that it is entirely possible 
for such a trust to wind up in bank- 
ruptcy if it is mismanaged and I think 
one must also admit that any securi- 
ties which this investment trust might 
issue must bear whatever coupon the 
market will dictate if they are to find 
purchasers. I feel, therefore, that if 
this bank were to issue debentures in 
today’s market, it would have to pay 


approximately 34% per cent in order 
to find buyers for these obligations. 

Now let us look at the cost picture 
of this central bank. Assuming that 
we must pay 3% per cent for our 
money we must remember that the 
overwhelming proportion of our hold- 
ings carry a 4 per cent interest: rate, 
which nets us 3% per cent after 
servicing. 

Now we turn to our office costs and 
using a formula that has won wide 
acceptance we calculate that these will 
run to .35 of 1 per cent, so that our 
net after servicing and office costs is 
3.15, some ten basis points less than 
we must pay for our funds in the open 
market. We find ourselves already in 
the red and we have made no allow- 
ances for a reserve against losses. We 
cannot blandly assume that we will 
have no losses for we must assume the 
mortgages which are offered to us 
are offered because there is no ready 
market for them elsewhere. We are 
therefore likely to have a high per- 
centage of secondary credit risks and 
our handling costs and loss potential- 
ity will run higher than it would in 
the average mortgage portfolio. 

It would appear, therefore, that 
the selling of debentures to raise funds 
with which to purchase obligations, 
whose interest rates are being held at 
an artificially low level, presents a real 
problem. Must we then abandon the 
idea of raising funds for our central 
mortgage bank by the sale of deben- 
tures? Not necessarily. Two solutions 
suggest themselves: 
>> First, let us ask the federal gov- 
ernment to guarantee the debentures 


which will be issued by our central 
bank. The government may find that 
such a course will be a lot less ex- 
pensive than pumping new funds into 
FNMA every year. If these bonds 
were made government obligations 
I would abandon the idea of making 
the maturity date coincide with long- 
term mortgage maturities and shorten 
their term to five years. We should 
then be able to obtain funds at some- 
where between 2.15 and 2.25 per cent. 

You may ask why should the gov- 
ernment guarantee the debentures of 
our central mortgage bank. After all 
they do not guarantee the obligations 
of the Federal Land Banks and these 
organizations are able to obtain funds 
in today’s market at as little as 2% 
per cent on four year maturities and 
the objective of the Federal Land 
Banks is not dissimilar to ours. The 
collateral behind their bonds consists 
primarily of mortgages secured upon 
farm properties. Our only purpose 
in asking for a governmental guaran- 
tee is to get our central mortgage 
bank under way. Certainly we are 
going to need a prop at the start. The 
Federal Land Banks are able to ob- 
tain an advantageous interest rate 
in today’s market primarily because 
they are firmly established and have 
a net worth of some $290,000,000 
and total assets in excess of $1,000,- 
000,000. These factors, plus the short 
maturities of their obligations, en- 
ables these banks to borrow at an 
advantageous rate. They have dem- 
onstrated their ability to make money. 
Our potentialities in this direction are 
yet to be proven. 


INVEST IN CHARLOTTE— 


Carolina’s largest and 


most prosperous city. 


Selected GI, FHA, and conventional loans for 


immediate delivery. 


MARSH LAND COMPANY 


— growing with Charlotte since 1926 — 


WILDER BUILDING, 





CHARLOTTE, N. C. 





>> Another possibility, in the event 
we could not obtain a governmental 
guarantee for our debentures, would 
be to obtain a tax exempt status for 
our securities—this on the plea that 
Housing Authority bonds are tax ex- 
empt and our objectives are substan- 
tially the same as theirs, i.e. provid- 
ing housing for lower income groups. 
If our debentures were tax exempt 
we should be able to obtain funds for 
as little as 2 per cent and here again 
have an ample margin in which to 
operate profitably. 

If we do succeed in establishing a 
central mortgage bank let us make 
sure that it performs as a central bank 
should—that it has full power to lend 
money on FHA and VA obligations 
or, should the occasion seem to war- 
rant, should have the authority to 
enter into the open market and buy 
or sell mortgages for their portfolio 
with a view to stabilizing the mort- 
gage market. It should, in short, enjoy 
privileges akin to that of the Federal 
Reserve Board’s Open Market Com- 
mittee. 

I am not in accord with those who 
feel that mortgage bankers and insti- 

(Continued page 23) 





e IN 
) DETROIT 
S/ AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 
TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 
ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title Insurance 
Company in Michigan 


Abstract and Title 















GUARANTY COMPANY 


735 GRISWOLD + DETROIT 26, MICH. 


THE MORTGAGE BANKER «+ August 1952 1§ 











a = -  ——— 


Even though MBA's Sth annual basic Mortgage Banking Seminar in Chicago was not planned to include the western part of the country becai 
August, attendance this year equaled that of previous years. Above, those who attended. Below, record attendance at MBA’s second Advanced Mortg 


City; E. J. Launer, Bank of America, San Francisco: Dr. Herbert E. Dougall, pro- 


Western Seminar August France nce Don Hedlund, Carroll, Hed- fessor of finance, Stanford. 


lund & Associates, Inc., Seattle: Wilbur F. 


18-22 to Be at Stanford Warner, Western Mortgage Corporation, Lindell Peterson, Chicago, chair- 


San Prem ise " K Y. a — man of the educational committee, 
. — ' 1 . gage rp., Los neeles; . M. rke, -_ aap : 
Next event on the MBA calendar ge Cory oO geles urae, and HF. Philipsborn, Chicago, chair- 


. Ww Occidental Life Insurance Company of 
is not the Convention but the West- California, Los Angeles; G. O. Pettygrove, man of the Seminar division, with 
ern Mortgage Bankine Seminar Au- Na 7 Life Insurance Company, Frank |. McCabe. Jr., MBA’s director 
gus 2.99 T es a aklanc . 4 . . . 
a oe crease ; ae th Also Thomas L. Lowe, Pacific Mutual of education and research, directed 
third 1952 Seminar, the fourth edu- Life Insurance Company, Los Angeles; the planning of this first educational 
cational project this year and the Linden L. D. Stark, Anglo California Na- effoxt in the West. They've had able 
first one for the Pacific Coast tional Bank of San Francisco; Willis R. : en : wet 
: , Bryant, American Trust Company, San assistance from a large committee 

Faculty members include J. Knight Francisco; Thomas E. McDonald of MBA: group. Willis R. Brvant is chairman 
Allen, associate professor of finance, Stan- Aksel Nielsen, The Title Guaranty Com- < " ele 
ford University; President Aubrey M pany, Denver; V. P. Steffensen, First Se- of the Western Committee. Others, 
Costa; J. R. Jones, Security First National curity Bank of Utah, Salt Lake City; all from San Francisco, are William 
Bank of Los Angeles; Don H. Wageman, Melvin B. Ogden, The Title Insurance A. Marcus: George Thomas, Baldwin 


Seattle-First National Bank; Ralph E. and Trust Company, Los Angeles; William aiatie * ite 
Wright, Union Trust Company, Salt Lake A. Marcus, American Trust Company, San & Howell; Willis M. Holtum, Equi- 
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uuntry because of our Stanford University Seminar in 
nced Mortgage Banking Seminar. 


table Life: E. S. Cox, Pacific Mutual: 
Linden L. D. Stark: R. L. Shearn, 
Bank of California: L. H. Brinck, 
Wells Fargo Bank & Union Trust 
Co.; James P. Alger, Marble Mort- 
gage Company; A. D. Norris, Norris, 
Beggs & Simpson; Wilbur Warner, 
Western Mortgage Corporation; 
Henry R. Ehlers, Crocker-First Na- 
tional _Bank of San Francisco: and 
R. F. Moretti, Bank of America. 

Added to these are committees of 
MBA members in all Western states 
and in the principal cities as well, 
each charged with the job of promot- 
ing the Seminar in their areas. 


At the basic Mortgage Banking Seminar, Lindell Peterson, president, Chicago Mortgage 
Investment Company, Chicago, who was chairman of MBA’s educational committee this 
year, and as such directed one of the Association’s most successful years in educational 
achievement; Thomas E. McDonald, MBA director of servicing and accounting; Carey 
Winston, Carey Winston Co., Washington, D. C., faculty member; (front row) MBA 
President Aubrey M. Costa; Secretary George H. Patterson; and Franklin Briese, Minne- 
sota Mutual Life Insurance Company, faculty member. 





At the Advanced Mortgage Banking Seminar: Robert J. Lang, divisional manager, 
Mortgage Loan Department, The Lincoln National Life Insurance Company, Fort Wayne; 
W. James Metz, assistant director of MBA Accounting and Servicing; Everett C. Spel- 
man, assistant vice president, Western and Southern Life Insurance Co., Cincinnati; 
Charles E. Joern, Wm. Joern & Sons, LaGrange Park, Ill.; Allen C. Thomas, Jr., assistant 
manager, Mortgage Loans, The Penn Mutual Life Insurance Company, Philadelphia; 
Richard M. Hurd, vice president, Teachers Insurance & Annuity Association of America, 
New York; and Frank J. McCabe, Jr., MBA Director of Education and Research. 


The distaff side of the mortgage industry has always been well represented at the 
Mortgage Banking Seminars, but this year there was a greater aggregation of the fair 
sex than ever before. Above, those attending, were, first row: Geraldine Arber, H. J 
Ludington, Inc., Buffalo; Edna Rouse, H. J. Ludington, Inc., Rochester; MBA President 
Aubrey M. Costa; Sue C. Wuetcher, West Company, Louisville. Second row: Cornelia 
V. Cripps, H. J. Ludington, Inc., Rochester; Margaret Godfrey, H. J. Ludington, Inc., 
Buffalo; Betty T. Henderson, American Title and Insurance Company, Jacksonville; 
Maxine Wall, First-Austin Investment Corporation, Austin, Tex.; Sue Shearer and Maxine 
Green, H. Duff Vilm Mortgage Company, Inc., Indianapolis. 
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Secretary John W. Snyder, Sumner Slichter and 
Ben H. Wooten to Address MBA Convention 


rhe top man in the nation’s finan- 
cial economy, one of the country’s 
principal economists and a leading 
banker will be among the speakers 
who will address the Wednesday 
morning session of MBA’s 39th An- 
nual Convention at the Conrad Hil- 
ton Hotel, in Chicago, September 29- 
October 2. 

John W. Snyder, Secretary of the 
Treasury, Dr. Sumner H. Slichter, 
Lamont Professor at Harvard Uni- 
versity and Ben H. Wooten, president 
of the First National Bank in Dallas, 
will address this session, one of five 
packed meetings of the four-day con- 
vention. 

Dr. Slichter will speak on the Eco- 
nomic State of the Nation and will 
review all the national 
economy. Secretary Snyder will speak 
on the fiscal plans of the federal gov- 


aspects of 


ernment. 

Secretary Snyder began his govern- 
ment career in 1940 when he 
brought to Washington as special as- 
sistant to the chairman of the RFC 
Board. He later returned to St. Louis 
as vice president of the First National 
Bank, but was recalled to Washing- 
ton in 1945 by President Truman 
as Federal Loan Administrator. He 
was later appointed director of the 
Office of War Mobilization and was 
named Secretary of the Treasury in 
1946. His career in the top U. S. 
financial post has called for some of 
the most important decisions which 
any Treasury Secretary has had to 
make. He had the job of directing 
the financing of the war effort, the 
task of raising large sums from the 
sale of defense bonds and, more re- 
cently, the problem of checking the 
inflationary rise. The recent 
important development in his career 
at the Treasury has been the success- 
ful sale of the new 2% per cent bank- 
eligible bonds, which met with a 
heavy demand from investing insti- 
tutions. 


was 


most 


Be that as it may, the Treasury- 
Federal Reserve “accord” of March, 
1951, was a significant turning point 
in American financial history, the end 
results of which are by no means 
clear As the principal 


spokesman for the federal side of 


even now. 
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Financial America, Secretary Snyder’s 
views and ideas hold great interest for 
the mortgage industry. 

Dr. Slichter probably is considered 
the nation’s foremost economist by 
more people than any other man. His 
predictions of coming trends have 
probably been more accurate than 
those of any other economic author- 
ity. He is a native of Madison, Wis., 
educated at the University of Mu- 
nich and University of Wisconsin and 
holds his Ph.D. from University of 
Chicago. 

ten H. Wooten is a native of Texas. 
He entered the banking field in 1919 
and later became a state bank exam- 
iner and still later was named presi- 
dent of Federal Home Bank of Little 
Rock, Ark. In 1944 he became chair- 
man of this Bank, and later vice 
president and member of the execu- 
tive committee of the Republic Na- 
tional Bank of Dallas. Two years 
ago he assumed his present position 
with the First National Bank in Dallas. 
He is one of the Southwest’s leading 
bankers. 


CONVENTION NOTES 
>> ABOUT HOTEL ROOMS: Even 
though our convention headquarters 
hotel, the Conrad Hilton, is the 
world’s largest, and has given MBA 
almost as many rooms for its meeting 
as it gave the Republican and Demo- 
cratic parties for their conventions, 
our members have already taken up 
practically all of the accommodations 
available. Some single rooms and 
double rooms with double beds are 
available, but other types of accom- 
modations have been exhausted by 


our members. No allocations of space 
at this hotel have been made to any- 
one other than personnel of accred- 
ited member firms. The adjacent 
Blackstone Hotel has also exhausted 
the accommodations it can make 
available to us, but rooms are avail- 
able at the nearby new Congress Ho- 
tel. When the 1952 convention was 
planned we frankly advertised it as 
being an occasion when all members 
could again be housed under one roof, 
but it now appears that we under- 
estimated the desire and the deter- 
mination of our own members to 
attend this national forum for the 
mortgage industry. One thing is cer- 
tain, however, and that is that all 
members will be conveniently and 
comfortably accommodated in first 
class hotel rooms. If you have not, 
however, processed your hotel reser- 
vation form it should be done now. 


>> REGISTRATION: Let this serve 
as another in a series of reminders 
which members will be receiving from 
now on that it is important to register 
those from your institution in ad- 
vance, so that their names and your 
firm name will be properly shown in 
the convention program available at 
the opening. The advance registra- 
tion, of course, will be distributed 
about three weeks before the con- 
vention opening, so that you will have 
ample opportunity to see who will be 
attending. Registration fee is $25 for 
men, $15 for ladies. 

>> SPECIAL EVENTS: As has be- 
come traditional at MBA conventions, 
a number of member firms are ar- 
ranging private affairs for their cor- 
respondents and friends. The Home 
Life Insurance Co. has an event 
scheduled for September 29 and on 

(Continued page 32) 


IN BALTIMORE, MARYLAND AND VICINITY 
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PEOPLE AND EVENTS 





Few if any firms organized in the 
mortgage field have been as well 
known at the start as the one formed 
in Washington under the name of 
Franklin D. Richards and Associates, 
Inc. President, of course, is former 
FHA Commissioner Franklin D. 
Richards with Donald M. Alstrup, 
former assistant to the commissioner, 
and Herbert C. Redman, former as- 
sistant FHA commissioner in charge 
of all field offices, as vice presidents. 
Franklin D. Richards, Jr., who has 
been engaged in the real estate busi- 
ness, is also with the new company. 
The firm will do a nation-wide mort- 
gage brokerage, financing and real 
estate investment business. 


Richards’s successor at FHA is, as 
members know, Walter L. Greene 
who has taken part in a number of 
previous MBA meetings. Acknowl- 
edging the expression of good wishes 
which President Aubrey M. Costa 
sent him when the change was made, 
Mr. Greene said “there is a tremen- 
dous job ahead and it is nice to know 
that we will be able to discuss periodi- 
cally our mutual problems as I value 
highly the benefits of working with 
your association.” 


J. W. Callender has been named 
assistant to the president of Investors 
Diversified Services, Inc., in charge of 
the company’s customer relations de- 
partment. He has 
been associated 
with the company 
as a home office 
staff executive for 
several years. 
Theodore M. Wil- 
son, vice president, 
Percy Wilson 
Mortgage & Fi- 
nance Corpora- 
tion, Chicago, has 
returned to the firm after 18 months 
of military service. Wilson, a son of 
the late Percy Wilson, founder, was 
recalled into the armed services in 
December, 1950. He will resume his 
former duties representing the firm 
among builders, brokers and archi- 
tects. He served four and a half years 
in the army in World War II seeing 
action in the Eighth Armored Divi- 





T. M. Wilson 


sion of the Ninth Army in France 
and Germany. 

Kansas City Title Insurance Co., 
Inc., of Maryland has been organized 
as a subsidiary of Kansas City Title 
Insurance Company. Home office is 
in Baltimore and Murray L. Jones 
will be permanently located in that 
city. Issuing agencies are the Monu- 
mental Title Company of Baltimore 
and Alexander Title Agency in 
Washington, D. C. 

Holman D. Pettibone, president. 
and Paul W. Goodrich, vice president 
and head of the title division of the 
Chicago Title and Trust Company, 
announced the appointment of Eric 
L. Anderson as a title officer, Alan 
R. Gurvey as escrow officer, and 
John S. Hoag, G. Allen Julin Jr., and 
Francis E. O’Connor as assistant sec- 
retaries in the title division. 

Title Insurance & Trust Co. of 
Los Angeles named Stuart O’Mel- 
veny chairman. W. Herbert Allen 
will succeed him as president. Briant 
H. Wells, Jr., was appointed senior 
vice president and Ernest J. Loebecke 
executive vice president of the Los 
Angeles firm. 

Security Title Insurance and Guar- 
antee Company, Los Angeles, changed 
its name to Security Title Insurance 
Company and merged four subsid- 
iaries into the parent company, How- 
ard H. Rolapp, president, announced. 
The four are Southern Title & Trust 
Company, San Diego; Metropolitan 
Trust Company of California, Los 
Angeles; Modesto Title Company, 
Modesto; and Fresno Title Guaranty 
Company, Fresno. 

David C. Northridge, formerly in 
charge of the nation wide lending 


program and conventional loans for 
Dollar Savings Bank, New York, has 
been appointed to an executive post 
with the Aldon Construction Co., 
Norwalk, California. His duties will 
be principally in connection with fi- 
nancing. With the Dollar Savings 
Bank, he was real estate appraiser 
and new loan negotiator. 

OUTINGS: The Chicago MBA 
had their’s July 8 with their usual 
golf tournament and softball games 

. the New Jersey MBA had their’s 
July 1 in Union, N. J., with golf 
prizes. 


Wade Barnes Is Elected 
Head of Houston MBA 


Wade B. Barnes, vice president of 
David C. Bintliff & Co., Inc., has 
been elected president of the Hous- 
ton MBA, succeeding John F. Austin 
Jr., president of the T. J. Bettes Co. 

Other new officers: Robert W. 
Drye, vice president of the Gulf Coast 
Investment Corp., vice president; and 
P. J. O'Conner, mortgage loan man- 
ager of the Investors Diversified Serv- 
ices, secretary treasurer. 

Directors whose terms will expire 
in 1953 are: 

Raymond Holland of the Raymond 
Holland Company; D. E. Leach of 
the Farm & Home Savings & Loan 
Association; G. D. Hulloy of the All- 
Tex Home Finance Corp., and Alfred 
L. Raney of the Mortgage & Trust, 
Inc. Directors whose terms will ex- 
pire in 1954 include: 

H. L. Hodell Jr. of Hodell & Co.; 
J. L. Howard of the General Ameri- 
can Insurance Co., and A. P. King- 
horn of the Campbell Mortgage Co. 
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TITLE INSURANCE 


Is Expanding 





More and more the great need for title insurance is recognized over the 
country. The natural result has been a considerable expansion of the serv- 
ices which these institutions offer. In this article Mr. Everts reviews some 
of the advantages which title insurance offers and, from his long experi- 
ence in this field, points to specific cases where title insurance has played 
important roles in realty transactions. Mr. Everts is secretary of the New 
York State Title Association and has been engaged in sales promotion 
and public relations work for title insurance companies for 30 years. He 
has written extensively for title, legal and real estate publications and 
contributes a regular column to “Realty,” published in New York. 





4 omen increased demand for title in- 
sur mortgage lenders 
is stimulating a substantial expansion 
of title facilities into all 
parts of the country. Title insurance 
rendered 
by financially re- 
compa- 
establishes 


ance among 


insurance 
services 


sponsible 
nies 
confidence in the 
the 
mortgage loan. A 
title gives 
assurance to the 
lender that a thor- 
ough search of the 
title been 
made, that authoritative interpreta- 
tion has been given to the legal prob- 
lems involved, that title protection is 
permanent so long as the lender holds 
an interest in the property and that 
it contributes a substantial factor in 
the development of liquidity. 

The title insurance idea stemmed 
from a decision in the case of Watson 
vs Muirhead, decided in Pennsyl- 
vania in 1868 where a_ purchaser 
sought to hold his conveyancer liable 
for an error in judgment. The court 
held that the rule of liability in such 
matters was the same as that regard- 
ing physicians who are liable only for 
gross negligence. A conveyor might 
be held liable for missing a lien or a 
mortgage, but would not be held li- 
able for an opinion that a certain 
judgment did not constitute a lien, 
or that a will passed title in a certain 
manner. 


validity of 


policy 





Palmer W. Everts 


has 
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By PALMER W. EVERTS 


The conveyancers individually could 
not provide the security needed but 
concluded it could be provided by 
a corporation. In 1874 an act was 
passed in Pennsylvania “To provide 
for the incorporation and regulation 
of title insurance companies . . .” and 
the first title insurance company re- 
ceived its charter in 1876. 

In its field title insurance provides 
a security against loss of merited im- 
portance with other protective meas- 
ures commonly recognized as sound 
business practice. Insurance compa- 
nies, banks, and savings and loan as- 
sociations are in a very real way han- 
dling trust funds and avoid taking 
unnecessary risks. The use of surety 
bonds for company employees is a 
normal practice. Fire insurance to 
cover mortgaged property is standard 
procedure. Title insurance, too, has 
become standard procedure with 
many lending institutions and each 
year their number increases. 

The mortgagor, too, should acquire 
an owner’s policy to provide him with 
permanent protection for his invest- 
ment. The mortgage policy provides 
title security for the mortgagee only 
and dies when the mortgage is dis- 
charged. The owner’s equity fre- 
quently represents his life’s savings, 
and of course increases with each 
monthly payment. An error affecting 
the mortgage can develop a primary 
obligation against the owner to cor- 
rect the mistake. There is also the 
possibility of error affecting the fee 
title which might not adversely affect 


the mortgage. If the validity of title 
is ever questioned the owner without 
title insurance is left to his own re- 
sources. Court costs, even to defend 
a valid title, can be very substantial. 
A fee policy is as essential for the 
owner’s protection as his fire insur- 
ance. 

The practice of the title insurance 
companies of extending the title 
search well back into the early history 
of the property is an important factor 
rarely recognized by those not en- 
gaged in title work. A statute of limi- 
tations may help in some cases. Such 
statutes are by no means a cure-all, 
however, for title problems originat- 
ing in the early history of the prop- 
erty. A few examples will illustrate 
this point. 

First consider a number of the fac- 
tors which are generally recognized, 
mindful that if a defect is not caught 
in a current transaction it may rise 
to haunt someone ten or twenty years 
hence. 

Dangers due to undisclosed defects 
are familiar to many. These include 
forgeries of deeds, mortgage discharges 
and other instruments; acts of minors 
or incompetents, interests of afterborn 
children, undisclosed marital facts, 
and many others. 

Then there are failures in the take 
off of the public records including 
omission of tax items, prior mort- 
gages, judgment liens, etc. A title in- 
surance company recently paid a loss 
of over $7,000 to a builder which de- 
veloped from an inaccurate take off 


of the set-back restrictions. This was 
forty feet instead of the reported 
twenty-five feet. 


The legal interpretation of the rec- 
ord presents many problems and dif- 
ferences of opinion arise between ex- 
perienced attorneys. Is there a defect 
in the chain of title which may, in the 
opinion of someone examining the 
title for a subsequent purchaser, make 
justifiable a refusal to purchase? An 
honest difference of opinion may re- 
quire determination by the courts. If 
so, who will pay court costs? Full 
responsibility will be taken by a title 
insurance company under the terms 
of its policy, or an uninsured investor 
will be obliged to do it himself. 


The importance of a survey is gen- 
erally recognized. This may disclose 
serious variances affecting party walls, 
encroachments “on” or “of” adjoin- 
ing property and street encroach- 
ments. Suit was recently brought by 
a national chain store against a con- 
tractor who had just built for them 
on the Avenue of the Americas. Street 
encroachments of from one and one- 
half inches to two and one-half inches 
left the title beclouded and the com- 
pany unable to secure the large mort- 
gage anticipated. 

As indicated, the title 
companies extend their examination 
of titles well back into their early his- 
tory. This involves time and money 
but it is an important factor in pre- 
venting unnecessary loss to either the 
insured or the insurer. 


The terms of a deed made in 1882 
was recently construed by the Appel- 
late Division of the New York Su- 
preme Court to make the title to 
property unmarketable and a current 
contract to sell unenforceable. The 
deed from one Cologue to Kent Lake 
Club provided that no hotel or busi- 
ness of buying and selling the usual 
articles of sale by hotel or restaurant 
shall be carried on the premises. 
In case the vendee or successors vi- 
olate this provision the property 
should revert to the vendor his heirs 
and assigns. 


The court held that, although the 
force of the contract might be wiped 
out by the vendor’s death, the new 
owner might face the prospect of hav- 
ing to defend an action in equity or 
law at some future date. “While this 
may be considered ‘improbable’” it 


insurance 


held tha, “the title may be fairly 
questioned, and specific performance 
should be refused.” (McAndrew vs. 
Lanphaer, App. Div. Fourth Dept. 
March 12, 1952.) 

Two mortgages made by a leading 
New York trust company in 1863 
were found to be currently valid liens 
on the property to be insured in the 
course of a recent examination of a 
title in New York City. No assign- 
ment, modifications, or extension 
agreements appeared in the record 
chain. Both mortgages provided for 
interest at 6 per cent which had been 
paid up to the current date. These 
mortgages were made 89 years ago. 


In 1846 the owner of several par- 
cels of land in Manhattan died leav- 
ing a will setting up a trust for his 
granddaughter for life with remainder 
to her issue. No power of sale being 
provided for in the will, a special act 
of the legislature was passed in 1865 
to give the Supreme Court authority 
to direct sales of certain parcels on 
petition by the granddaughter with 
notice to the remaindermen. Several 
sales were made prior to the death of 
the life tenant in 1917. In 1930 the 
heirs brought an action in ejectment, 
claiming that the act of 1865 was un- 
constitutional. The court sustained 
their position and held that the legis- 
lature has no power to authorize the 
sale of private property by special act 
for other than public uses. The parties 
entitled to future estates were under 
no disability to act for themselves and 
the legislature has no power to cause 
the lands to be sold by a special act. 
There had been possession for over 
60 years but the statute of limitations 
did not begin to run till the death of 
the life tenant. A title insurance com- 
pany had insured title. (Gedney vs. 


Marlton Realty Co. 258 N. Y. 355.) 


In 1911 the owner of business 
frontage gave a 99 year “lease” of the 
rear ten feet of his property to the 
owner of a business block adjoining 
his rear lot line for the purpose of a 
driveway for ingress and egress to his 
building. Though the easement was 
not used for many years, it was a re- 
corded instrument which could not be 
disregarded and prevented the erec- 
tion of any building on the rear ten 
feet of the property. Fortunately a 
prospective purchaser had refused to 
accept a short 35 year search of the 
title. 

An official of a New York title in- 
surance company has reported a mort- 
gage made in 1858 which is a current 
valid lien on the property. “This 
mortgage was made by David L. 
Rogers to a New York savings bank 
to secure payment of the sum of 
$5,000 dated February 22, 1858, and 
duly recorded. It affects premises 
on East 16th Street in New York 
City. Thereafter an additional mort- 
gage of $6,000 was made to the 
same bank in 1891, and another addi- 
tional mortgage to the same bank in 
the sum of $4,000 in 1907, and an- 
other additional mortgage to the same 
bank in the sum of $500 in 1913. All 
of these mortgages were consolidated 
by agreement dated May 25, 1942, 
but this consolidation agreement does 
not appear of record. It is obvious 
that an ordinary sixty year title search 
would not disclose the existence of 
the mortgage dated February 22, 
1858 since the consolidation agree- 
ment was not recorded. The title in- 
surance company official said, “This 
is the oldest unsatisfied mortgage that 
I have ever run across. The property 
has been in my wife’s family prior to 
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the date of said mortgage in 1858.” 

A title insurance company paid 
over $40,000 to a policy holder and 
took title to a group of business lots 
it had insured. Many years ago, the 
owner of a frontage on a main high- 
way adjoining a city, conveyed a 
160’x600’ residential lot specifying a 
substantial setback and other restric- 
tions such as are required in the de- 
velopment of small estates. These re- 
strictions were made applicable to the 
rest of the frontage similarly situated. 
A house was built on the lot but the 
program did not develop further. 
Years later a purchaser acquired the 
remaining acreage with a policy of 
title insurance which showed the title 
unrestricted. The area had developed 
substantially the frontage was 
now platted as business frontage. The 
house on the adjoining lot was occu- 
pied by the aged widow of the origi- 
nal purchaser. She protested the pro- 
gram, and claimed that the frontage 
must be sold only as residence lots 
with restrictions similar to those ap- 
plicable to her home. The 
negative reciprocal easements applied, 
and the property could not be sold as 
business frontage. Efforts secure 
a waiver from the widow failed, and 
the title company had to purchase 
those adjoining lots, at a figure in 
excess of $40,000. It held them for 
many years and eventually sold them 
at a figure reported to be less than 
5 per cent of the loss sustained. 


and 


rule of 


to 


Peter Giuliani, attorney for the Na- 
tional Life Insurance Company of 
Montpelier, Vermont, in an address 
to a meeting of the National Associa- 
tion of Mutual Savings Banks said, 
“This instrumentality (title insur- 
ance) within the past fifteen years 
literally has annihilated that most for- 
midable barrier to the free flow of 
mortgage loan investments 
state lines—the inescapable fact that 
the essential ingredient in every mort- 
gage loan transaction is title to land, 
an element which, as you know, must 
always be tested by the local law. 
Land being immovable, to this extent 
the investment is immobilized.” 


across 


Title insurance lifts responsibility 
from the shoulders of the lender, in- 
creases the security of the mortgage, 
and facilitates liquidity in future deal- 
ings with secondary lenders, govern- 
mental agencies, or other financial 
institutions. 
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Lending Hazards in 
Building Line Restrictions 





Building line restrictions in themselves are not objec- 
tionable but often the violation of them can give the 
mortgage lender considerable trouble. Mr. Francke, 
who is an attorney for the New York Life Insurance 
Company, discusses the subject in this article pre- 
pared under the supervision of Charles Swezey, 
assistant general counsel of the Company. He reviews 
the sale of residential properties subject to building 
line restrictions and analyzes the conditions sur- 
rounding this seldom discussed factor in mortgage 
lending. Building line restrictions established by 
zoning laws are of course, as Mr. Francke points out, 
of equal importance but here we are concerned with 
only those restrictions created by the owners of 


property. 





By JOSEPH 


UILDING line restrictions created 
by the owner of property and 
commonly known as private restric- 
tions have usually been established in 
any one of four ways: 
>»? By the owner of the property filing 
or recording in the county where the 
property is located a written declara- 
tion reciting the location of the build- 
ing line or lines. 
>> By filing or recording a written 
agreement duly executed by two or 
more adjacent owners. 
>> By filing or recording a map of 
the property reciting the location of 
the building lines. 
>> By the common owner including 
in each deed as he sells the property 
the building line restrictions. 

If the property offered for sale, or 
as security for a mortgage loan, is 
subject to building line restrictions, 
the preliminary title report obtained 


A. FRANCKE 


by or for the purchaser, or furnished 
the lender, should recite the restric- 
tion and the location of the building 
line. While it is true that this report, 
together with a survey showing the 
location of the improvements, will 
afford the purchaser or lender some 
protection in that he may accept or 
reject title (provided he has not defi- 
nitely obligated himself to purchase 
or accept the property as security for 
a loan), this protection is not complete 
since the report is not available either 
to the purchaser or lender until con- 
siderable time has been spent and, in 
many instances, considerable expense 
has been incurred. Even custom per- 
mitting, it would not seem practicable 
to obtain the preliminary title report 
in time to save this expense and loss of 
time. Hence, in the interest of all 
parties, we must look for another 
solution to this problem. 
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It seems that building line restric- 
tions have been and now are common 
to the better type of one-family resi- 
dential development; and although 
these restrictions are encumbrances on 
the property, they should not be ob- 
jectionable to a purchaser and may 
not be objectionable to a lender pro- 
vided they are established pursuant to 
a uniform plan for each class of lots 
under which each lot owner has the 
right to enforce the restrictions against 
the adjoining lots and provided the 
restrictions have not been violated. 

These restrictions therefore, in and 
of themselves, are not objectionable 
but frequently the violations of the 
restrictions give the mortgage lender 
considerable trouble. As a result, the 
purchaser is directly affected unless 
he is fortunate enough not to require 
mortgage financing for the purchase 
of his home and indirectly affected on 
a resale of his property unless he can 
find a purchaser similarly situated. 


Institutional lenders, such as sav- 
ings banks and insurance companies, 
are subject to the investment laws of 
the various jurisdictions as to the 
security and the condition of the secu- 
rity which they may accept in making 
residential mortgage loans. If the 
security for a particular loan is not 
marketable by reason of violations of 
building line restrictions, the loan may 
not be a legal investment for such an 
institution. In practically all juris- 
dictions the courts have held that a 
substantial violation of a building line 
restriction renders a title unmarket- 
able. Since there is no clear defini- 
tion as to what may constitute a sub- 
stantial violation the mortgage lender 
and particularly the lender who is 
many miles away from the location 
of the security cannot possibly know 
what would be considered a substan- 
tial violation in a particular commu- 
nity and therefore must be furnished 
with protection against the violation. 

Title companies, in some instances, 
may give complete protection as to 
any loss by reason of the violation 
including the loss resulting from un- 
marketability of title. But, for the 
most part, title companies operating 
in a majority of the states exclude 
from the insurance, loss resulting from 
unmarketability of title. In some lo- 
calities title companies may make an 
additional charge for furnishing com- 
plete protection. 

Usually the title company will not 


furnish the protection either in the to- 
tal form, that is, insurance against loss 
by reason of the violation including 
the loss resulting from unmarketability 
of title, or even in the partial form, 
that is, against loss by reason of the 
violation excluding loss resulting from 
unmarketability of title, unless it can 
find some basis for such insurance, as 
for instance that the improvements 
on the adjoining properties violate 
the restrictions to the same or similar 
extent. Unless marketability of title 
is insured, the non-resident institu- 
tional lender, not knowing the customs 
of the community as to what is or is 
not a marketable title, might be un- 
willing to make such a loan on a busi- 
ness basis even though it might not be 
an illegal investment.. The business 
reason, of course, is obvious since if the 
real estate brokers and others in the 
city or town where the property is 
located considered the violation sub- 
stantial and the property unmarket- 
able there would be no market for 
such property except at a discount. 
Most institutional lenders are required 
to dispose of foreclosed properties 
within a limited period of time. 
The owner or developer of real 
property should be careful to avoid a 
violation of the building line restric- 
tions. It is suggested that the devel- 
oper, in every instance, obtain surveys 
properly detailed to show all build- 
ing lines and that they be staked 
out before foundations are started. 
If the restrictions are applicable to 
porches, bay windows or other projec- 
tions, their locations should also be 
staked out. If the owner is not also 
the builder his contract with the 
builder should specifically provide that 
the builder will place all improve- 
ments on the property in accordance 
with the established building lines. 


CENTRAL MORTGAGE BANK 
(Continued from page 15) 
tutional lenders should own the bank. 
Should ownership be vested in these 
groups, it is entirely possible that the 
bank could be pressured into making 
unsound purchases and loans. If this 
occurs our bank must inevitably find 

itself in difficulties. 

We started out to discuss the prac- 
ticability of using FNMA as a nucleus 
around which to build this central 
mortgage bank. FNMA is, of course, 
federally chartered and federally 
owned and to use it as we propose 
would involve such a complete change 
of direction from its present function 
as to leave little, if anything, of its 
original structure. 

I have already said that our central 
bank will need to get its start from the 
federal government—this because the 
project is too big to handle through 
private channels. How then will we 
go about it? 

I suggest that if the idea of building 
a central mortgage bank around 
FNMA proves to be impractical, we 
get a governmental charter for a new 
corporation. Who, then, shall own 
the corporation? It should be possible 
to work matters out along these lines. 
>»? Offer the stock of the new corpo- 
ration to the public. Issue about $1,- 
000,000 worth of stock to get things 
started. Remembering the volume of 
funds we propose to handle we should 
be able to build up an excellent earn- 
ings record before long. 
>> Borrow enough money from the 
federal government to get things 
started and pay back the loan as soon 
as circumstances permit. 
>> Make sure that legislation is passed 
that will make our debentures legal 


(Continued page 27) 
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MORTGAGES 
Package and Open End 





What is likely to be the annual volume of starts that we can expect when 
new construction gets back to normal and after the stimulation created 
by the war-time shortage is over? And it may be over now. One estimate 
is that 700,000 annually is what we can logically anticipate; so, if the 
country wants to continue on at a 1,000,000 a year clip, the replacement 


market will have to be vigorously developed. 


More widespread use of 


package and open end mortgages may be one way to help maintain our 
present building pace. Magazine of Building sponsored a conference to 
look at these loans again and here’s a report of some of the things that 


came out of it. 





( NE way to figure out what's 
ahead for building and the mort- 


ize business—and who isn’t trying 


to figure out that one—is to take 
this proposition and see how it 
sounds: 

>> A good part, maybe all, of the 


accumulated shortage of houses result- 


ing from the war and the tag-end 
of the low depression volume has now 
been met and we might as well recon- 
fact that an 
starts of no more 


the 


cile ourselves to the 
volume of 


700,000 is 


annual 
than 
future 


indicated for 


>> If that’s true and if an annual vol- 
ume of 1,000,000 starts is what build- 
ing and building financing would like, 
then somewhere, somehow, an addi- 
tional volume of around 250,000 units 
Either that or re- 


must be created 


trench 


>> The obvious answer as to how to 
get this added volume is the replace- 


ment market—and it’s probably a big- 


ger one than builders or mortgage 
lenders have any conception of at the 
moment. The automobile industry 


does 84 per cent of its business in the 
replacement market but building does 
only 6 per cent 


>> How do we develop the replace- 
ment market? One might well 
be a broad campaign to encourage 
the use of the package and open end 


way 


mortgages. 
That was the proposition as Perry 
Prentice, editor and publisher of the 


24 THE MORTGAGE BANKER + August 1952 


Magazine of Building, stated it to the 


appliance manufacturers, builders, 
mortgage lenders, savings © nd loan 
officials and public utility » -n who 


accepted his invitation to get together 
for another look at the package and 
open end mortgages. Place was the 
Blackstone Hotel, Chicago, on a swel- 
tering summer day. Some of them 
had been on hand for an earlier look 
at the open end loan back in October, 


1949. A good deal of progress had 
been made since then. Last year the 
savings and loans did about $197 


million of this type of business and it 
is estimated that insurance companies, 
savings banks and other institutions 
probably accounted for another $200 
million. But that’s probably just a 
starter, judging from a recent Federal 
Reserve Board which shows 
that as of January, 1949, one-half of 


survey 


the 9,000,000 families who own mort- 
gaged homes have equities of 50 per 
cent or more in their properties. These 
equities aggregate about $48,600,- 
000,000. 

“If we take into account all possible 
methods of long-term financing of 
homes now free and clear, as well as 
advances under old mortgages or 
recasting them, the credit potential 
for this type of loan is staggering,” 
said Prentice. ‘‘For, according to this 
same survey, the 20 million non-farm 
families who own homes claim equities 
totaling $148 billion—and 11 million 
of the 20 million own their homes 
free and clear.” 

Encouraging as that might be, the 
future of open-end and package loans 
is ahead. 

“A complete package mortgage is 


coming,” Prentice said. “It’s inevit- 





Investors and correspondents alike join in looking at prospects for open end and 
package mortgages. Foreground are Grant Torrance, Business Men’s Assurance Company 
of America, Kansas City, and Harry C. Eigelberner, Chicago Mortgage Investment Co. 


able that we'll get a loan that will 
enable a man to add a room as the 
family increases—and do it with long 
term credit, not back-breaking short 
term credit. 

“This replacement market is our 
salvation. There are probably ten 
million homes right now that might 
well be put out of their misery— 
they’re ready to come down. The 
package mortgage is the thing that 
will help builders to sell and lenders 
to finance new and better homes for 
people. With these added conven- 
iences, people will be attracted to a 
better way of living. 

“Up until now we've all had prob- 
lems in developing this idea. One rea- 
son was because government has been 
spear-heading the drive to get costs 
Naturally, adding more and 
more to the cost with additional 
equipment and appliances doesn’t 
keep costs down. And up until now 
builders have been able to sell just 
about anything they offered. 


down. 


“But a new day is ahead. Builders 
may have contend— 
an unsold inventory of as many as 
250,000 homes. We’re still hamstrung 
with Regulation X—which ought .to 
be dumped promptly—but once that’s 
out of the way, we ought to look 
ahead and plan how best to handle 
this replacement market.” 


now—as some 


Arthur Sworn Goldman, magazine 
of Building’s director of marketing 
and research, picked up the ball there 

-he’s the man who organizes and 
directs these conferences. The pension 
last November and 
conditioning round 
He gave the 
the 


fund conference 
the recent air 
table were among them. 
conferees some background of 
thinking behind the project. 

“A lot of people,” he said “here 
and abroad, expect to see our private 
enterprise system fall on its face dur- 
ing the next few years. They don’t 
question our ability to mass produce; 
they think we’ll crack up because we 
can’t solve the problems of mass dis- 
tribution. For proof they point to 
sluggish markets in textiles, household 


appliances and equipment and new 


housing. 
“Effective distribution is the chal- 
lenge our economy must face—for 


whether we continue to prosper will 
depend in large measure on how far 
the three quarters of U.S. families— 
those with incomes of less than $5,000 


a year—can safely stretch their buying 
dollars. 

“Installment credit has been the 
magic wand that has helped fill the 
gap between our tremendous pro- 
ductive capacity and the purchasing 
power of our people. And it must 
continue to be if the wheels of indus- 
try are to be kept turning at top 
speed. 

“In 1941, conservative lending insti- 
tutions were horrified at the suggestion 


that they mortgage anything that 
wasn’t nailed to or built into the 
house. Moreover, they told us, a 


range or washing machine usually 
wears out in less than ten years; then 
where was the collateral? 

“We said that their mortgages al- 
ready covered paint, and 
blinds that didn’t last long. 


screens, 


“Today, in just about every state 
in the Union, the package mortgage 
is in widespread use. Now, while 
excellent credit facilities are available 
to the buyer of a new, completely 
equipped home, the homeowner who 
wants to finance the kind of moderni- 
zation that runs between $1,000 and 
$2,500 finds it rough going because 
the monthly payments are too steep 
under Title I of the National Housing 
Act, the modernization credit 
widely used. 


most 


“A thousand dollars borrowed unde 
Title I would have to be paid back in 
three years at $31.90 a month. A 
typical homeowner may already be 
paying $57 a month on a $7,100 
mortgage. Adding an additional pay- 
ment of $31.90 bring his 
monthly payment to over $88. 


would 


“This monthly payment is clearly 
out of the reach of most homeowners. 
Thus, needed property repair and 
improvements are neglected or cut 
down and the hard-pressed owner is 
obliged to settle for the cheapest 
materials and the most inadequate 
equipment available. Frequently, the 
the 

needed 

with short-term 
over-extends himself and is forced 
into default. An eastern VA 
guaranty officer attributes half of the 
foreclosures in his area to the over- 
extension of short-term credit. 

“For many years, think, the 
building industry has been missing 
the opportunity to cash in on the very 
large potential represented by remod- 


owner in lower-income bracket 
makes the 


finances it 


modernization, 
credit, 


loan 


we 


ae 


al 








Appliance dealers, pre-fab manufacturers, 
mortgage men, utility men, savings and 
loan officials, builders and life company ex- 
ecutives, listen to, and give their opinions 
on, the future for these loans. General ver- 
dict: They’re sound but will need some 
aggressive promotion. 
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elling and equipment replacement 
costing a thousand dollars or more. 

“Yet all the time we have had for 
the taking a potent credit tool to 
open up this barely tapped market 
of multi-million dollar proportions. It’s 
an old tool but it hasn’t been properly 
publicized or promoted. Its name is 
the open-end mortgage or the addi- 
tional advance mortgage. It contains 
a provision permitting the homeowner 
to borrow additional sums from his 
lending institution for the purpose of 
the repair, remodelling, or the im- 
provement of the structure covered 
by the mortgage. Household appli- 
ances—and even carpeting—can be 
included. The sum advanced (in gen- 
eral it cannot exceed the paid-off por- 
tion of the mortgage) is paid back 
the remaining life of the 
mortgage. 


over 


“Assume you originally had a mort- 
gage on your home of $10,000 and 
over a period of years paid it down 
to $6,000. In nearly every state in the 
Union except Texas you can go back 
to your lender and reborrow up to 
the original amount of the mortgage. 
A two thousand dollar re-advance for 
a new heating plant or new kitchen 
and laundry equipment spread over 
ten $21.22 
added to your regular payment. Con- 
trast this with $63.80 monthly pay- 
ment required to pay off a three year 
>) per cent discount note. In 
states the lender instead of increasing 
the 
the life of the mortgage. 


years would cost you 


some 


monthly payments just extends 

“Open-end mortgage lending is ef- 
fective only if the cost of the title 
search and other legal charges inci- 
dental to the making of additional 
advances are reasonable. In one city, 
for instance, title companies charge 
as much as $180 for a search to make 
sure there intervening liens 
between the time the mortgage was 
made and the time of the advance. 
Obviously, a $180 charge for making 
a $1,000 loan is prohibitive. 

“Up until a month or so ago, the big 
point at issue has been the lien status 
of additional advances under state 
mortgage and court decisions. 
If the additional advances had pri- 
ority over an intervening lien, the 
lender could safely make an advance 
without a title search. If the advance 
did not have first priority, the lende1 
would have to make sure no lien had 


are no 


laws 
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been placed against a property since 
the original mortgage date. 

“More than 30 states follow English 
common law in recognizing open-end 
mortgage contracts as having first- 
lien status, provided the lender was 
without notice of the intervening lien. 
In these states, progressive lenders dis- 
pense with the title search, require 
instead an affidavit from the borrower 
reciting that no liens intervene, an 
agreement to the modified terms, a 
promise to pay the increased obliga- 
tions, and recording of the agreement. 
In eight states, including Massachu- 
setts and New Jersey, legislation has 
been enacted granting lenders the 
specific right to make advances with- 
out a search. 

“Some lenders don’t bother to re- 
cord or take an affidavit since they 
believe the business risk involved in 
advancing additional funds to bor- 
rowers whose paying record has been 
established is negligible. 

“In the balance of the states, it is 
necessary to make a title search to in- 
sure first lien status of the advance. 
However, in all but the major metro- 
politan markets, an inexpensive search 
is possible. After the search is made, 
the lender and borrower sign an agree- 
ment to modify monthly payments or 
extend the payment period beyond the 
stipulations of the original mortgage; 
and then record the advance. 

“In nearly all states, existing mort- 
gages that do not provide for advance 
can be modified in short time and at 
nominal expense to provide for them. 

“Now is a challenging time to really 
get started in actively promoting the 
package and open-end mortgages. 
One of the greatest reasons for fore- 
closure is that a man often goes out 
and buys a lot of equipment at the 


time he buys his house—in fact, next 
to marital discord, it’s the most im- 
portant reason for foreclosure. With 
the package loan, a good deal of this 
could be eliminated.” 

The lenders were in the middle at 
the Conference—that is to say, the 
appliance manufacturers sat on the 
right side of the Blackstone’s Havana 
Room, the utility men on the left side 
and the lenders in the middle. Lenders 
all had a good word for the package 
and open-end loans but admitted that 
its development has not been too 
rapid. 

Said MBA President Aubrey 
M. Costa: “Mortgage lenders are 
greatly interested in this development. 
Many of them, all over the country, 
have been actively behind the open 
end and package mortgage. We of 
course have a primary consideration in 
that our investors be protected but 
the trend toward this type of loan is 
moving forward.” 

From another section of the mort- 
gage lending field, from Horace Rus- 
sel of the U. S. Savings & Loan 
League, who some like to call the 
father of the open-end loan and whose 
industry has already made a great 
volume of these mortgages, came spir- 
ited praise for these mortgages. 

“The industry has been slow, I’m 
afraid, in accepting the package 
mortgage. Lending has not made the 
study of it that it should have made. 
Ten years from now we may look back 
and say that we acted slowly during 
these days. 

“We're talking about a sizable vol- 
ume of lending here—we’re talking 
about $5,000,000,000 of credit. There 
is a lot to be done. First, the ap- 
praisers must be sold. Then we will 
have to sell the lawyers and then the 
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mortgage managers. All together, these 
three groups do not represent a large 
number of people but they will have 
to be sold and it will not be easy. 


“And while we’re at it, let’s remem- 
ber that, in looking into the future, we 
are not only considering the open-end 
and the package loan but some better 
prepayment methods. 


“I don’t know of anyone who’s lost 
on a package or open-end loan.” 

The builder’s side of the story was 
heard. Nathan Manilow, famed Chi- 
cago builder, developer of the giant 
Park Forest south of Chicago, had this 
to say. 

“The builder is not the building 
industry—he’s the assembler, the mer- 
chandiser. I like the packaged mort- 
gage, I’m for it. But today—right 
now— Regulation X makes the pack- 
age mortgage almost impossible. I 
see continued growth for the pack- 
age loan but at the moment we ought 
to tackle the problems of the moment 
—and there’s no bigger problem than 
X. Regulation X must be removed.” 


A representative of the institution 
which pioneered the package loan 
(see The Mortcace Banker, March 
1952) Addison K. Pond, supervisor-of 
real estate loans and investments for 
the National Life Insurance Company 
of Vermont, reiterated his confidence 
in this type of mortgage. 


“We've found packaged loans safe 
investments. We have had fewer de- 
linquencies. We’re not worried about 
the equipment wearing out. Our ex- 
perience here has been excellent. 
They're no more trouble to service 
than any other loan. Right now, how- 
ever, frozen interest rates present an 
obvious problem.” 

“The appliance industry needs 
standardization more than anything 
else,” declared Victor Civkin, con- 
sulting architect of GE’s major appli- 
ance division. “Manufacturers must 
get together and standardize on the 
things they make and sell—so builders 
will know what to expect in what they 
get. Kitchens all seem to be of dif- 
ferent sizes yet standardization is here 
for bathtubs. Standardization is sorely 
needed to aggressively promote the 
package loan.” 

Said Prentice: 

“Yes, in getting back of this pack- 
age mortgage we must actively seek 
greater standardization, more unifor- 


mity. I’m encouraged that in 1950 the 
builders and the American Institute 
of Architects came to some agreement 
on standards. For instance, they’ve 
agreed that an 83%” ceiling is a stand- 
ard ceiling. Not all follow these 
dimensions but it’s a start in the right 
direction.” 

Civkin: “Yes, we need standardiza- 
tion all along the line. And some- 
where along the line a lot of people 
got the idea that houses should be 
smaller. They shouldn’t be and I 
don’t think anyone wants a smailer 
and smaller house.” 

Edward Tanner, architect with J. 
C. Nichols Company, Kansas City: 
“More standardization is coming but 
it will come gradually. It’s a fact that 
we don’t know exactly what people 
want in a house. Take basements— 
we find most people don’t seem to 
want a basement but they do want a 
utility room on the first floor. And, 
as far as the package mortgage goes, 
you manufacturers are going to have 
to do a much better job of selling 
these items of equipment than you 
have done. We find that we have to 
sell the disposal, the dish washer and 
other things like it because you haven't 
sold the home buyer.” 

J. E. Merrion, Chicago builder: 
“We've got to keep in mind that we 
have to sell this low cost market. I 
find that all over the country people 
are demanding every convenience that 
goes into modern living—and that 
even with a basement they want a 
utility room too so that the work can 
be done in the general kitchen area. 
The day is surely coming when these 
items are going to be included in the 
original mortgage financing.” 


D. F. Sewheid, Youngstown Kitch- 
ens division, Mullins Manufacturing 
Company: “We badly need standard- 
ization—but at what level, on what 
dimensions? It’s going to be a job to 
get agreement on standardization all 
along the line. I think we’ve got a lot 
of educational work to do with archi- 
rth... 

Civkin: ““Yes—but don’t forget that 
98 per cent of houses are built without 
architects.” 

Comment: 
some standard plans... . 

Civkin: “Yes—from the lumber 
yards mostly.” 


“Well, the others use 


” 


CENTRAL MORTGAGE BANK 
(Continued from page 23) 
investments for all viduciary and trust 
funds under the jurisdiction of the 

federal government. 

Since we are federally chartered we 
presumably will be subject to periodic 
examination by Federal examiners. 
This will keep our bank within pre- 
scribed bounds and will be reassuring 
to our stockholders. 
>> Finally, if and when this central 
mortgage bank is brought into being 
its creation is not to be considered a 
green light to charge ahead and write 
as many VA and FHA loans as pos- 
sible counting on the central mortgage 
bank to buy them should they prove 
unsalable elsewhere. 

I realize that many readers of THE 
MortcacE BANKER will disagree with 
my conclusions but I give you these 
thoughts for what they are worth in 
the hope that they might keep alive 
the discussion that Mr. Wolfe has 
opened. 
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A Practical Method for Determining 
Your Operating Costs 


By ALFRED L. RANEY 


Vice President, Mortgage & Trust, Inc., Houston 


increasing cost of 
manda- 


HE constantly 


doing business makes it 
tory for the mortgage company man- 
his cost of 
originating But 
this requirement, in itself, presents a 


problem since the installation of a 


know accurately 


and servicing 


ager to 
loans. 


cost accounting system is necessarily 


expensive and time consuming, and 
frequently the volume of business does 
not justify the expense 

An adequate solution is available, 
a little time 


will 


however, involving only 


and negligible which 
provide reasonably accurate operating 
This 

“Analytical 
an example of 


expense 
costs by departments. solution 
is commonly called an 


Method of 


which is here presented for consid- 


Costing,” 


eration. 

This example considers a basic 
mortgage loan operation consisting of 
two departments, acquisition and 
The 


as functions of the 


sales, and servicing. following 
were considered 
acquisition and sales department: 
public relations and advertising; serv- 
icing of commitments from VA and 


FHA; appraising; processing of ap- 


Although a lot has been said and written about 
various cost accounting approaches and problems, 
none of them is as simple, concise and effective as 
the one presented in this article. Mr. Raney gives 
here a workable plan which, if followed, will give 
each member accurate cost figures with the mini- 
mum amount of time and expense. We in the office 
of Dovenmuehle, Inc., used this system just recently 
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plications; sale of loans to investors; 
closing and warehousing completed 
loans; and delivery of the mortgage 
package to the permanent investor. 

The servicing department includes 
these functions: setting up of service 
records; receiving payments from the 
mortgagor; management of trust 
funds; 
ments, insurance and mortgage insur- 
ance premiums; posting of payments 
and transmission of collection reports 
and funds to the investor; and other 
bookkeeping functions including re- 
conciling of bank accounts. 


payment of taxes, assess- 


Income and expense items of the 
post closing trial balance are entered 
in the trial balance column. Exten- 
sion of the proper amount to the de- 
partmental column was made in ac- 
cordance with the following rules. 

1. SALARIES, OVERTIME AND 
BONUS of employees should be 
charged to the incurring department. 
Salaries of the principal stockholders 
eliminated. Officers bo- 
nus, based on net income, should be 
excluded. Officers salary to be allo- 
cated on arbitrary percentage based 


should be 





on percentage of time spent in each 
department. 

2. SOCIAL SECURITY TAXES 
should be allocated in the same man- 
ner as salaries. 


3. STATIONERY AND SUP- 
PLIES should be allocated to the 
using department insofar as possible. 
The remainder in this account should 
be extended to the administrative and 
general column for allocation on the 
basis of percentage of employees. 


+. LEASEHOLD, RENT AND 
OCCUPANCY cost should be allo- 
cated on the basis of the square foot- 
age assigned to each department. 
Square footage occupied by over- 
head operations (Mail-room, etc.), 
should be extended to the adminis- 
trative and general column. Square 
footage occupied by files of serviced 
loans should be charged to the serv- 
icing department. 

5. ENTERTAINMENT should be 
allocated as an expense of acquisi- 
tion and sales. 


6. POSTAGE should be extended 
to the administrative and general col- 





with most satisfactory results. Your Association is 
planning to solicit the results obtained through this 
cost accounting method in order to compile a com- 
prehensive survey of mortgage a | and 
mortgage servicing costs. It is therefore highly 
recommended that you give this system a try and 
benefit from the results which will give you an 
accurate measurement of your costs —W. I. DeH. 

















BLANK MORTGAGE COMPANY 
COST ANALYSIS Year Ending 12-31-51 
_ Operating Departments _ Administrative & General 
Line Account Trial Acquisition Allocated on Basis of: _ Miscl. to 
Numbers Classifications Balance & Sales — Servicing Sq. Ft. No. Employees Be Excluded 
1 Commission, Loans 74,433.07 ee ee ain ee ee ee ne eee 
2 Premium-Loans ...... 5 se ee re ie 
ee ee ee er we ee 151,764.72 
¢ Participation ......... jb” =» Paes Sn uw Sb ee, ee ee 
5 Penalties & Late Charges 10,607.50 ...... 3. 2 ee ot er ee 
6 Transfer Fees ........ 3,735.00 ae orielles ee ~Se saw We Raber ore eee 
7 Credit Reports ....... 744.09 ee © ee om ae ee eee 
8 Photographs ......... 4,579.27 8 SO eo oe ie a ee 
el eee Cr ae, eee meee (ees =” Caria =! . CARR) SS Ca 8 gee eee ee 
ese Pe ak ee es putin, seeweten ice. le ecmce ise eon! ino tee 
Ms yy UE ani el al” 9 ancien? le agente Oe co G > Caleateca:< ie cane ener ne 
See eee es eee aa a Poe en Oe ER te ee ad, ee Tie gE 
13 Kweean:  webewe ~ _sedded.  <senaed: ).. 7) Keegy.) ol Semele 
14 Gross Income ......... 462,853.82 167,275.25 143,813.85 151,7 °4.72 
15 Less Exclusions ....... 151,764.72 ee es eee | Uae osteitis ©) ne ae eee 151,764.72 
16 311,089.10 167,275.25 eee a Or eee 0 
17 Less Expenses 
see next page 203,171.87 121,256.33 81,915,54 eh Pm ie ee Se SV om 
18 Net Income ... 107,917.23 46,018.92 EE a a, 
COMPUTATION 
Servicing Origination 
Number of Loans 
Serviced, 1-1-51 . 4,099 a 
Loans added for otal Average 
Service (net) 1951 1,659 
Total Loans Income—1640 loans .. 167,275.25 102.00 
Serviced, 12-31-51 5,758 
Average number : 
loans serviced, Expense : 
1951 4,929 Salary .... 61,158.38 37.29 
—— Income per ‘ :' ~—— Commission paid .. 12,957.10 7.90 
DE, G-Sleuacece me eee Annua Mont y x eS 
PPh: “ Dp cdins Reoaeaue xs 47,140.8: 28.7! 
Participation y | ee Other #7,140.85 6 ser 
Penalty & late 121,256.33 73.94 
charges ..... 2.15 18 ; : 
Transfer fees 76 Pl Net Income ......... 46,018.92 28.06 
Total [Income , Bis .... Ds 
Less Expense per loan om . , 
rt sateen 81 ..... 73. ..... Average loan ($15,957,000 --1640 ) $9730.00 
Prorated Expense. 7.81 16.62 65 1.38 Percentage income ($102.00 -~9730.00) 1.05% 
Profit per Loan: . 12.56 1.05 Percentage cost (73.94 9730.00) 16% 











umn for allocation on the basis of 
percentage of employees. 

7. LEGAL AND ACCOUNTING 
expense should be allocated to the 
incurring department insofar as pos- 
sible and the balance extended to the 
administrative and general column 
for allocation on a percentage of em- 
ployees basis. 

8. TRAVELING AND AUTO ex- 
pense should be allocated to the using 
department. Executive travel should 


be charged to acquisition and sales 
generally. 

9. MAINTENANCE AND DE- 
PRECIATION OF EQUIPMENT 
should be charged to the using de- 
partment. Depreciation of general 
equipment should be extended to the 
administrative and general column for 
allocation on the basis of percentage 
of employees. 

10. ADVERTISING should be 
treated as an expense of acquisition 


and sales. 

11. INTEREST EARNED AND 
INTEREST EXPENSE should be ex- 
cluded from calculation. 

12. LOSS OR GAIN ON SALE 
OF ASSETS AND CORPORATE 
TAXES should be excluded from 
calculation. 

13. INCOME FROM INVEST- 
MENT AND SPECIALIZED IN- 
COME should be excluded from the 


calculation. 
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COST ANALYSIS 
Operating Departments Administrative & General 
Line Account lrial Acquisition Allocated on Basis of: _ Miscl. to 
Numbers Classifications Balance & Sales Servicing _Sq. Fe. % of Employees Be Excluded 
31 Advertising 1,759.12 Re ee - gn. whee A RP Se 
32 Audit & Legal 1,431.75 re Wn) ee ar OF nee eee fo. reer 
33. Auto 3,287.42 ee)”. aay alge ti taba | fa aepduneel 
34 ~Branch Office 1,924.87 1,925.87 kl | Seherieaae” >. egiicegdes > Sr aaahamen 
35 Cash, Over & Short 71.98 Pe = pipe - Chea Pann 
36 Coffee Room ! 1,221.82 fa Re: ee aee 
37 Commission Paid, Loans 12,957.10 eee | baaeetan: SORES aegendaghe 
38 Convention Appraisals . 1,495.00 1,495.00 aaa ea EE aie, PTET 7 nah emp 
39 Depreciation 5,437.04 1,309.12 | husictcegey og, rape 
10 Entertainment 3,563.16 ES cage, NS eee I me Ae ae 
#1 Furniture Rental Se adieeal ~~: Aiea, see 1,078.14 
+2 Group Hospital 
Insurance fae go) 6) eae OW aha eee. Pe 
#3. Group Life Insurance eee es . + ee 
+4 Heat, Light & Power 0 Re en 1,820.56 phencatia 
5 Insurance SAR age a a oe ee ae re 
16 = Interest Pe gk 9 (Sggeee © DS akaits 145,719.05 
+7 Janitor Service . en re 2,159.26 teeees teas 
+8 Maintenance & Repair. 1,016.62 OA ee Ss ee eee oh Pe =—l( sl ee 
#9 Dues and Subscriptions. 1,412.67 ee OE a, Oe tee re LE 
30 Miscellaneous CE ae ell OS ee ee 1,472.98 
51 Office Supplies a, reer 0 We vee er gow) Oey ee. elated 
52 Postage $4399.40  ...... Ck | 
53 Recording Fees 1,687.75 Sg RST eet Oe cee eee 8 Ss me Re 
54 Rent . 11,545.92 ee) i Eire RE. ~ adie. Wen Gc adaies 
55 Salaries, Office 85,884.62 36,300.00 S4GeSe  — asesivae ea 
56 Salaries, Officers 35,158.38 24,858.38 © tue, «et tata Ol ae gl ee 
57 Telephone & Telegraph 6,529.91 +,897.41 ROE. - >. Sikihineie, 's. -. eaibaleh 
58 Travel & Entertainment 9,616.83 9,616.83 Pee rr rr eseeee 
59 350,363.90 105,068.83 57,634.29 15,525.74 24,943.01 147,192.03 
60 Less Exclusions 147,192.03 miele ~) oh eee 6 A | Sie emis —147,192.03 
61 Allocation % Employees 9,977.20 4965.81  ...... eee ree 
62 Allocation Sq. Ft. Usage aa 6,210.30 9,315.44 ED Wl a I a 
63 203,171.87 121,256.33 81,915.52 —O— }— —)— 
14. MISCELLANEOUS INCOME 18. UTILITIES COST to be al- 2. Number of loans serviced at the 


FROM OPERATIONS should be 
credited to the earning department. 
Items not capable of classification 
should be excluded. 

15. INCOME AND EXPENSE 
INCURRED IN OPERATION OF 
REAL ESTATE AND INSURANCE 
DEPARTMENTS 
cluded. 

16. APPRAISAL FEES for FHA 
and VA excluded 


Since any 


should be ex- 


loans should be 


amount advanced repre- 
sents a receivable from the sponsor. 

17. GROUP LIFE, GROUP 
HOSPITALIZATION, FIDELITY 
BONDS AND CONTENTS INSUR- 
ANCE costs should be extended to 
the administrative and general col- 
umn for later allocation on the basis 
of the percentage of employees, In- 
surance on the building to be allo- 
cated on a square foot basis. 
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located on square foot basis. 

19. MEMBERSHIP AND SUB- 
SCRIPTIONS should be allocated to 
the using department insofar as pos- 
sible. Remainder to be extended to 
the administrative and general col- 
umn for allocation on the basis of the 
percentage of employees. 

Overhead operations such as mail- 
room, messengers, general ledger, etc., 
are extended to the administrative 
and general column for later alloca- 
tion either on the basis of the per- 
centage of square footage occupied by 
the operating departments, or the 
number of employees therein. 

The example depends also on the 
collection of the following statistical 
data: 

1. Number of loans serviced at the 
beginning of the period. 


end of the period. 

3. Average number of loans serv- 
iced, 

4. Number and amount of loans 
originated for the period. 

5. Average loan originated for the 
period. 

As a general rule, the origination 
and sales department should produce 
a gross income of not less than | 
per cent of the dollar volume of loans 
criginated. Costs incurred in the pro- 
duction of loans obviously should be 
below this amount, excluding of 
course any unusual circumstances. In 
the example, gross income was 1.05 
per cent and costs were .76 per cent, 
leaving a net profit of $46,018.92 rep- 
resenting .29 per cent of the dollar 
volume originated. 

(Concluded next page) 


INDUSTRY PAYS MORE 
(Continued from, page 13) 


The life companies are doing a tre- 
mendous volume of private placement 
financing. More than 60 per cent of 
last year’s record-breaking volume of 
private placement financing was sup- 
plied by life companies and other in- 
vesting institutions in the New York 
and Newark areas. 

Heading the list is the Metropolitan 
Life with a total of $1,244,354,000 
for 146 individual placements. Pru- 
dential had $791,838,000 for 102 
placements. Equitable Life was third 
with $484,101,000 for 75 placements, 
followed by New York Life with 
$279,628,000 for 51. Mutual Life of 
New York had $211,583,000 for 109. 

As for pension fund investments 
and bank portions of combination 

bank and insurance company) loans, 

Bankers Trust Company, New York, 
as manager of pension funds, took 
$21,750,000 in three placements, and 
eight New York City banks with 15 
participations in private placement 
loans took $11,947,000. 

New England life insurance com- 
panies made 411 private placements, 
o1 about a third of the nation’s total. 
Dollar volume for 15 New England 
companies was $566,501,000, or 11 
per cent of the total. John Hancock 
made 88 placements for $217,827,000. 
New England Mutual had 55, aggre- 
gating $72,268,000. 

Five Hartford companies had 150 


The servicing department of a 
mortgage company, considering the 
current high level of income of mort- 
gagors and the relatively few fore- 
closures, should produce a net profit 
somewhere between 40 per cent and 
50 per cent of gross income. Again, 
unusual circumstances or a relatively 
low volume servicing, or a low 
dollar average of loans serviced will 
alter the picture. In the example, the 
servicing department derived a net 
income $61,898.31, representing 
+3 per cent of the gross. For a me- 
dium range of servicing, this should 
be considered quite satisfactory. 


of 


of 


As a final word, an analysis of cost 
using the above method must be tem- 
pered with judgment. Unusual 
non-recurring items must be 
nated, and individual circumstances 
must be taken into account. 


or 
elimi- 


placements aggregating $182,865,000. 
Travelers led with $67,649,000 for 
40 placements, Aetna Life had $62,- 
003,000 for 29 placements. Connec- 
ticut Mutual had 36 placements ag- 
gregating $28,994,000. Connecticut 
General had $14,276,000 in 27 place- 
ments, while Phoenix Mutual had 
$9,943,000 for 18 placements. 

Others were Massachusetts Mutual 
with $61,280,000 and 54 placements. 
State Mutual Life of Worcester had 
$21,830,000 for 33 placements. Others 
were National Life of Vermont ($4,- 
789,000 and 8): Berkshire Life ($4,- 
268,000 and 16): Union Mutual 
($554,000 and 6); and Monarch Life 
with $320,000 and 4 placements. 

Northwestern Mutual had 101 
placements aggregating $185,068,000. 
Lincoln National Life (with Reliance 
Life) had 77 placements totalling 
$31,793,000. 

Bankers Life of Des Moines had 47 
placements aggregating $24,826,000; 
Modern Woodmen of America 53 for 
$18,461,000; Aid Association for Lu- 
therans 43 for $11,936,000; State 
Farm Automobile and Life Compa- 
nies 36 for $12,215,000; Continental 


Assurance $9,386,000; Union Central 
Life 8 for $9,250,000; Bankers Life 
of Nebraska 22 for $8,605,000; and 
Equitable Life of Iowa 22 for $8,- 
396,000. 

No one can question the wisdom 
of the insurance companies and other 
institutional investors in going after 
these private deals. They’re quick 
and—as compared to public financing 
—are easy to negotiate. The point 
is emphasized by many authorities 
that the private placement procedure 
is not only quick and easy but it also 
saves the borrower some money. A 
senate committee was recently look- 
ing into this field with the objective 
of determining if these deals ought to 
get the same scrutiny which SEC 
gives securities which reach investors 
through public offerings. So far no 
conclusions have been reached. 

Brushing aside all considerations of 
this sort for the moment, the heavy 
and increasing activity in the private 
placement field—and the cost of bor- 
rowing there—is a good piece of evi- 
dence that FHA and VA interest 
rates are out of line in the present 
investment market—way out of line. 


WHY BANKERS GET GRAY... by EEL 04 


YORK RECORDS 
AND SINGLE 
CREDIT” WOULD 
REALLY 
SIMPLIFY 
OUR 


SORRY ~ YOU 
CAN'T SEE HIM 
NOW — HE'S TRYING 

WT REVOLUTIONIZE 
MORTGAGE 
ACCOUNTING 


KNOW WHAT IT IS- 
I'VE READ YORK'S 


Y1{ ARTICLE Too! 

















YORK MORTGAGE RECORDS 


“Single Credit” does for the servicer what “Single Debit” 

does for the investor—REDUCES COSTS! 

Investors realize that “Single Credit’ augments “Single 

Debit’ and FURTHER reduces home office costs. 

YORK RECORDS will constitute a pre-posted ledger for 
large and small servicer alike under this system. 


TABUL 


Me, 


OFFER A NEW ADVANTAGE... 





Ox 74 


YEAH ~ WE COULD 
HANDLE MORE THAN 
TWICE AS MANY 


PR nomen INVESTOR 
COMES IN TO DISCUSS 
“SINGLE DEBIT — 














YORK RECORDS indicate the Mortgagee and the type of 
loan at a glance, save office time and speed window 
operation on all collections. 

Yes, YORK MORTGAGE RECORDS will SAVE MONEY 
for YOU! 

Write today for further information . 


ATING SERVICE INCORPORATED 


YORK PENNSYLVANIA 
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Another All Time High Mark Set for Membership 
Chairman Hall’s Committee Makes Year End Drive 


With little more than a month to go 
on this year’s campaign, the 1951-52 
membership committee headed by 
John C. Hall of Birmingham is mak- 
ing a final drive to get in every pos- 


sible qualified member. New mem- 
bers already approved for this year 
are around 190 and total member- 


ship is 1,798. With applications now 
on hand but not yet approved, the 
total of 
mark. 
ever shown for the Association. 


has actually crossed 
This is the highest total 
This 


year’s record has been established in 


course 


this 


the face of the most rigid screening 
of applications. 
New members admitted include: 


ALABAMA—-Birmingham: Cabaniss & 
Johnston, attorneys, First National Bldg., 
William H. Trueman. Montgomery: Starke 
Brothers Realty Company, Inc., 116 Ca- 
toma St., George C. Starke 

ARKANSAS Blytheville: Logan Fi- 
nance Corporation, P.O. Box 551, Lynch 
Bidg., Max Logan 

CANADA 


Toronto, Ontario: Gregory, 
Armstrong, Kemp & Young, Room 705, 
372 Bay Street, V. W. Armstrong, K. C. 
FLORIDA—Orlando: Leedy, Wheeler 
& Alleman, Inc., 601 Florida Bank Bldg., 
A. M. Robinson 
IDAHO—Idaho Falls 
Idaho, P.O. Box 1061, 
assistant vice president 
INDIANA—South Bend: La Salle Ac- 
ceptance Corp., 218 Sherland Bldg., Har- 
old W. Holderman. 
KANSAS—Topeka: The 
Title and Trust 
Bldg., John W 


Bank of Eastern 
R. R. Jacobson, 


Columbian 
Company, Columbian 
Dozier, executive vice 
president. Wichita: The Fourth National 
Bank in Wichita, P.O. Box 1090, W. N 
Male, vice president 

MISSOURI—Neu 
drid Abstract and 
New Madrid, W. S 


NEW JERSEY 


Madrid: New Ma- 
Investment Company, 
Edwards, Jr 
Palisades Park, Bergen 
Count» Palisades Mortgage Corp., 25 
Broad Avenue, J. Frank Kurzenknabe 
NEW YORK—Elmira: Albert T. Olson, 
Inc., 137 W. Gray Street, Albert Olson. 
New York: Edwin F. Armstrong & Com- 
pany, 51 East 42nd St., Edwin F. Arm- 
strong. New York: E. F. Gidley Company, 
270 Park Avenue, E. F. Gidley 
OHIO—Canton: The Harter Bank & 
l'rust Company, Canton, J. B. Root, presi- 
dent. Mansfield: W. B. Ford, 707 Farmers 
Bank Bldg., W. B. Ford 
OKLAMOHA Oklahoma City: Fi- 
nance Corporation, 1104-1105 Ist Na- 
tional Bldg., Harrison C. Purdy, Sr., vice 
president. Tulsa: Turner Finance Corp., 


11 West 6th St., A. C. Meyer 
TEXAS Dallas: Pioneer Mortgage 
Company, 524 Commercial Bldg., A. D. 


Alexander, Jr 
WISCONSIN 
Realty Company, 

A. J. Earling 


Milwaukee: Wisconsin 
785 No. Jefferson St., 
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WYOMING Casper: The Wyoming 
National Bank of Casper, Casper, A. F. 
Haskey. 

Not with their excellent 
record so far, Chairman Hall and 
his committeemen are pushing right 
through the summer months with the 
same intensity they have displayed 
all year. He has asked all member- 
ship chairmen, officers and govern- 
ors to make a final effort to secure 
every eligible applicant. Special ap- 
peals have been made to new MBA 
members to supply names of those 
they consider eligible. President Au- 
brey M. Costa, in commending Mr. 
Hall and his organization, told them 
their work had been exceptional this 
year and deserved the grateful thanks 
of the Association. But, he reiterated, 
we want “to grow with caution. Let’s 
not sacrifice quality for quantity . . . 
still many worthwhile con- 
would 


content 


there are 
cerns who are eligible 
make good members if we could have 
them understand and know, as we do, 
the many fine services our Association 
is performing. The high regard in 
which MBA is held by the public as 


government 


and 


well as by Congress, 
agencies, and others, has been quite 
evident to me during this year in my 


rather extensive travels.” 





OBITUARIES 











S. M. WATERS 

S. M. Waters, MBA president in 
1938-39 and president of M. R. 
Waters & Sons, Inc. of Minneapolis, 
died July +. He had been in poor 
health for several years and seriously 
ill in recent months. Burial was in 
Minneapolis. 

In addition to his service as presi- 
dent, Mr. Waters had been chairman 
of MBA’s ways and means committee 
and a member of its board of gov- 
ernors. In 1946, he received the MBA 
annual distinguished service award. 

He was born in Minneapolis, at- 
tended schools there and was gradu- 
ated in 1906 from the University of 
Minnesota law school. He was ad- 
mitted to the state bar in 1906, and 
from 1906-09 served as vice president 
of the State Bank of Bethel, Minn., 


and the State Bank of Lonsdale, 
Minn. 

In 1909, he entered the company 
founded by his father, Murray F. 
Waters, in 1883. He took the firm’s 
presidency in 1935. 

His widow, a son, Murray, a daugh- 
ter, a brother, Murray Waters of 
Aetna Life Insurance Company, and 
two grandchildren survive. 

With the passing of Sam Waters, 
MBA loses one of its most valuable 
and active Until recent 
years when illness prevented him from 
doing so, he took a prominent part 
in almost all activities of the Asso- 
ciation. Few if any members have 
devoted so much time to the Asso- 
ciation as he did. He served on nu- 
merous committees and gave gener- 
ously of his time and efforts. Among 
the efforts he sponsored was a revision 
in constitution and by-laws. At one 
time he took the lead in proposing a 
plan which contemplated a broader 
FHA mutual mortgage insurance for 
farm loans which attracted consider- 
able nation-wide discussion. During 
the war and postwar periods when 
farm inflationary pressures were high, 
he served as MBA’s representative on 
the special committee organized by 
the Farm Credit Administration and 
which met periodically to study the 
problem. His death removes from the 
Association and the industry one of 
its outstanding members. His advice 
and counsel will be greatly missed. 


members. 





W. ROBERT McMURRAY 

W. Robert McMurray, executive 
vice president in charge of mortgage 
loans of Commonwealth, Inc., Port- 
land, Ore., and former regional vice 
president of MBA, died suddenly in 
Rawlins, Wyo. where he was on a 
business trip. Born in San Francisco, 
he moved to Portland 46 years ago. 
He was an executive of Common- 
wealth, Inc., since its founding in 1929. 


CONVENTION PLANS 

(Continued from page 18) 
the following day the Title Guarantee 
Company of Baltimore, Penn Mutual 
Life Insurance Co., the New York 
Life Insurance Co. and the Colonial 
Life Insurance Co. have events sched- 
uled. On October 1 Mutual Benefit 
Life Insurance Co., the National Life 
Insurance Co. and the Provident Life 
and Accident Insurance Company 
have planned events. 


<<... opportunity 
is freely given...” 


PAUL M. HAHN 


President, The American Tobacco Co. 






RS 
SSS SS. 


“Our nation has grown great largely because opportunity is freely given. 
Only very few people actually make their own ‘breaks.’ Today, millions of 
Americans are providing for their persona! financial security and at the 
same time helping in the building of our national defenses. The opportunity 
to do so is given by business management which affords employees the means 
of practicing systematic thrift through the Payroll Savings Plan for the 


purchase of U.S. Defense Bonds.” 


Nearly seven million employees of industry are “pro- 
viding for their personal security and at the same time 
helping in the building of our national defenses.” 


@ they are the men and women who availed them- 
selves of the opportunity referred to by Mr. Hahn— 
the opportunity to enroll in the Payroll Savings Plan 
for the systematic purchase of U.S. Defense Bonds. 


@ they represent a high percentage of their companies’ 
employees—in plant after plant, the averages are 
climbing to 60%, 70%, 80% —even higher. 


e their investment in Defense Bonds—and America— 
add up to $140 million per month. ° 


@ they constitute a large block of the men and women 
who on December 31, 1951, held Series E Bonds 


The U. S. Government does not pay for this advertising. The Treasury De- 


partment thanks, for their patriotic donation, the Advertising Council and 


amounting to $34,727,000,000—$4.8 billions more 
than the cash value of Series E’s outstanding in 
August, 1945. 


Not far from you is a State Director of the Savings 
Bond Division. He will be glad to tell you how easy it 
is to give your employees a Payroll Savings Plan. Or, 
if you already offer the Plan to your people, he will 
show you how to conduct a simple person-to-person 
canvass of your plant—a canvass intended to do only 
one thing—to put a Payroll Savings Application Blank 
in the hands of every man and woman on your payroll. 
Your employees will do the rest. 


Phone or write to Savings Bond Division, U.S. Treas- 
ury Department, Suite 700, Washington Building, 
Washington, D. C. 
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TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Poliey of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 


and in the 
Territory of Alaska 


MARYLAND—KANSAS CITY TITLE INSURANCE CO., INC., OF MARY- 
LAND (a Maryland Corporation), 21 South Calvert St., Baltimore, Mary- 
land, a wholly owned subsidiary of our Company, issues policies covering 
properties in Maryland, and ail of such policies of said Maryland corpora- 
tion are wholly reinsured by our Company by endorsement upon each 
policy. 





Issuing Agents in most principal cities—Escrow Services 


Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





